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Time to Dissolve 


HE three-day debate in the House of Commons on the devalua- 

tion of the pound sterling is not finished as these pages have'to go 
to press. But, unless the Prime Minister has a surprise in store for its 
closing stages, the character of the debate is already clear. Sir Stafford 
Cripps, in his opening speech, performed with all his. accustomed 
lucidity the duty of explaining to the country how it came about that 
such a dramatic reversal of policy was decided upon. *He defended 
himself against the charge of having at any point deliberately deceived 
the country—at no time did he say what he knew, at the time he said 
it, to be untrue. A man less conscious of his own rectitude might 
perhaps have been expected to express rather. more repentance for 
past intellectual error—after all, it is not very many months since Sir 
Stafford was asserting that even to raise the question of devaluation 
was “gratuitously offensive.” But at least, on Tuesday, Sir Stafford 
realised that his task was to explain and defend; he did not, as did his 
colleague the Minister of Health two days later, seek refuge in the 
offensive. 

For the rest, however, the debate (so far as it has gone by the time 
of going to press) has, on both sides, been pure electioneering. Perhaps, 
with the election uppermost in the minds of politicians, this was in- 
evitable; but that does not make it a pleasant spectacle to see the House 
of Commons so unwilling to discuss such a serious issue on any higher 
level than that of the distribution of blame. Certainly, from the 
ministerial side, there has been no exposition of an economic policy, 
the different parts of which are consistent with each other ; and the 
Tories (with one or two back-bench exceptions) have been equally 
reluctant to expound with any consistency an alternative policy. The 
fact is that neither party has an easy mind on the subject of devalua- 
tion.. The Labour Party detest having to admit, on the eve of an 
election, that they have been mistaken. And the Conservatives detest 
no less having to admit that the Government have, in the end, been 
right to change their minds. 

In this situation it is quite clear, unfortunately, that no further 
changes in policy can be expected until the election has been fought 
and won—or lost. Sir Stafford Cripps, indeed, gave not the slightest 
sign of wanting to change anything. On the contrary, he was at pains 
to naif all the remaining colours of his policy more firmly than ever 
to the mast. Never has he expounded more clearly what needed to 
be done ; and never has he refused more firmly to play any part in 
bringing it about. A mind as acute as his must be very clearly con- 
scious of the absurdity, and the danger, of his position. He has 
just had to admit that his policies are not—or at least were 
not—succeeding in their objects. They were not sufficiently 
disinflationary ; they were not sufficiently expanding exports. 
And though devaluation provides a stimulus to exports, it does so only 
on the condition that the advantage is not quickly eaten away by 
further inflation at home. If the previous policies were not enough 
to check inflation at home, and if devaluation itself provides a certain 
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additional stimulus to inflation—as it undeniably does—and 
if, finally, inflation has become more dangerous than ever, 
then the logical conclusion can only be that.there ought to be 
at the very least a stiff new dose of disinflation or more pro- 
bably a whole new approach. Yet, with the election coming, 
Sir Stafford dare not do anything that looks like a further 
confession of error. 


All that he can do is to point once again to the neces- 
sity for increased productivity, for doing nothing—* literally 
nothing "—to increase incomes, and for renouncing “ that 
easy-going get-rich-quick attitude to life that in all levels of 
society has found its postwar devotees.” But if these things 
are so urgently necessary, why does not the Government 
adopt policies that will bring them about ? Socialists, above 
all other people, believe that the national economy can be 
made to respond to governmental policies. Why do they 
refuse to admit the truth of their own doctrines in their 
most important application ? Why do they cry havoc in 
tones of ever-rising urgency, and refuse to do anything 
about it? The answer, of course, is that remedial action 
would be unpleasant, and unpleasant actions cannot be under- 
taken on the eve of an election. 


So they are compelled once again to fall back upon mere 
exhortation. But if words ever had the power to influence 
economic phenomena, they have lost it. Does Sir Stafford 
himself really believe that “literally nothing ” will be done 
by the trade unions to increase wages ? If so many unions 
were so determined to secure an increase before devaluation 
started the cost of living on an upward jump, is it really con- 
ceivable that they should be ready to be more docile now ? 
Moreover, Sir Stafford should realise that—through circum- 
stances that are only partly his fault—his own words have 
inevitably lost a great deal of whatever force they possessed. 
He has shown how easily they can be eaten. And, as if this 
were not enough, the one specific piece of policy that he did 
announce on Tuesday might have been deliberately chosen 
to destroy his credit with the other half of the nation just as 
fully as devaluation has undermined his credit with the 
unions. The increase in the rate of distributed profits tax 
from 25 per cent to 30 per cent is not, in itself, a large 
matter—particularly since the increase is subject to the 
deduction of income tax. But as a revelation of the Chan- 
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cellor’s mental processes it is most significant. 

tax is a thoroughly bad one bv any canon of ue Be ea 
no one has more forcefully argued this than Dr Deke. 
in the days when he was an economist. The total of 
distributed profits is far too small to have any influence 
inflation or deflation. There is no justice in further pee 
ising one of the very few classes of income which, in req] 
terms, is smaller than it was before the war. And there is 
no logic in choosing this moment to reduce still further 
already slender incentives to success in business, Yet these 
considerations are nothing to a Labour Chancellor whet he 
has to placate the unions. He will always be ready to take g 
blind, vindictive swipe at the other half of the nation— 
regardless of reason, justice or its probable effects—ag.a Means 
of buying off Transport House for another week. or two, 
How, if he does such things, can he expect to get results 
from moral appeals ? And yet he has no other instrument 
for achieving those changes in the economic atmosphere that 
he knows to be urgently necessary. It is impossible to resist 
the conclusion that the atmosphere will not be changed and 
that unchanging policies will continue to produce 

results. That is to say that the progressive deterioration in 
the value of the pound which has been going on for a decade 
—now fast, now more slowly—will continue, 

rather faster than before, and that devaluation will prove to 
be merely another of those expedients which lead back to 
crisis as soon as they are exhausted. 

From all this, one immediate conclusion emerges with 
startling clarity. The sooner the General Election is held, 
the better. It would take a major prophet to calculate which 
party would gain an advantage if the election were held this 
autumn rather than next spring, since the conditions of next 
spring are so very difficult to foresee. But though Mr. 
Churchill may be wrong in thinking that he would win an 
autumn election, he is certainly right—right beyond any pos- 
sibility of denial—in saying that “ it is high time for a new 
Parliament, and all our difficulties will have a better chance 
of being solved in a new House of Commons.” 

The British nation cannot afford nine more months of 
paralysis of policy. Whoever wins the election, there will 
then be at least a chance of courage and realism. Dissolution 
is the patriotic course. 


Back to the Atom 


HEN President Truman, Mr Attlee and Mr St. 

Laurent announced to the world last week that Russia 
can now produce atomic explosions, they chose an opportune 
moment. The United Nations Assembly had just started its 
deliberations and the chances of direct contact with Soviet 
Russia were thus better than usual. At the same time, the 
three Governments could hope that the announcement would 
inject a new seriousness into the discussion of atomic control 
in the Assembly and that a heightened sense of the bomb’s 
menace would send the Atomic Energy Commission back 
to work. 


Theoretically, the fact that Russia now has the bomb 
strengthens the case for international control. Actually, the 
likelihood of securing control remains precisely where it was 
before the spectacular announcement was made. The 
achievement of an effective system for the internationalisa- 
tion of atomic energy depends upon the political relations 
between the great Powers, and these have not changed 
decisively as a result of Russia’s atomic advance. Between, 
say, Britain, Canada and the United States, an international 


atomic system could doubtless be devised. The pre- 
condition of confidence exists. But Mr Vyshinsky has left 
the western world in no illusions about his Government's 
views. His speech before the General Assembly did not 
differ by one jot from a score of previous harangues in which 
the imperialism and the warmongering of the west were 
compared with the peaceful intentions of Russia. Nor have 
the western Powers changed their view. Mr Vyshinsky’s 
provocative address called from Mr Bevin a sombre rejoinder 
in which was repeated, for the Assembly’s benefit, the whole 
record of Russia’s troublemaking since the end of the war. 
This is the background of Mr Vyshinsky’s proposals that 
the five great Powers should form a peace pact and that 
atomic weapons should be banned and “a rigid system of 
international control” introduced, The western Powers will 
naturally not reject any opening for a constructive settlement 
of the difficulties between east and west but, given the 
background of distrust, what in fact do the proposals amount 
to? A peace pact presumably involves the settlement of 
the outstanding issues which stand in the way of peaceful 
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conditions. Many of these are due to be discussed at the 
Assembly itself. Ome at least is already on the agenda for 
an informal meeting between the four Foreign Ministers. If, 
as a result of these public and private discussions, it becomes 
clear that the Russians are ready to end their satellites’ inter- 
yention in Greece, to call off the war of nerves against Jugo- 
slavia, to demand only a reasonable share of Austria’s oil 

ting rights and to attempt a genuine restoration of 
trade and traffic in Germany—if all these particular points 
appeared upon Mr Vyshinsky’s agenda, then indeed the first 
steps towards a “ peace pact” would have been taken. But 
does anyone suppose that it is such solid, definable and 
ratifiable agreements that the Soviet Foreign Minister has 
in mind ? 

The same difficulty of translating propaganda speeches 
into practical propositions arises in relation to Mr Vyshinsky’s 
proposals on atomic energy. What type of international 
contro! has he in mind ? If it is to be effective, it must 
concede to an international body the right of supervision. 
So far, the only forms of supervision the Soviet Government 
has been ready to consider are those proposed by itself and 
dismissed as inadequate by a nine to two vote in the Atomic 
Energy Commission. Does Mr Vyshinsky’s reference to 
“international control” presage a new flexibility in Russian 
policy ? If so, then indeed the Atomic Energy Commission 
can usefully return to its work, which, it will be recalled 
broke down over a year ago precisely upon this issue of 
supervision. But if the Soviet Government is ready to do no 
more than repeat its demand that all stocks of bombs should 
be destroyed and their use banned without any adequate form 
of inspection, the deadlock is exactly where it was before. 
There is no confidence in the west—and possibly in the 
east too—that such an agreement would in fact be observed. 

The conclusion is inescapable. To ensure atomic control, 
the problem of supervision must be overcome. To restore 
peaceful relations (with or without a comprehensive pact), 
concrete agreement on the various matters in dispute must 
be sought and achieved. If Mr Vyshinsky really proposes 
a new Soviet policy, the test of his peace pact will be not 
speeches directed at mass opinion, but concessions on such 
troublesome issues as Greece’s northern frontier or Austria’s 
reserves of oil. Similarly the test of his atomic proposals 
will be readiness to discuss genuine international supervision 
of atomic power. The western powers should take up his 
proposals in this light and attempt both in private discussion 
and by using the United Nations machinery to turn his 
generalities into concrete issues upon which agreement can 
be achieved. In particular, a new attempt to breathe life 
into the Atomic Energy Commission is certainly worth the 
effort. Yet it must be admitted that if Mr Vyshinsky does 
in fact intend a startling change of front, no evidence for it 
has been placed before the Assembly. 


* 


Is the world, then, condemned to look on at as grisly a 
spectacle as has ever faced mankind ? Russia has the bomb. 
Is the outcome to be an atomic armament race in which 
enough explosive to destroy the planet is stored up and finally 
released ? It cannot, of course, be absolutely proved that the 
fatalities of the past will not be repeated, but arms races are 
not automatic. They depend upon the decision of govern- 
ments and there are at least some grounds for believing that 
the two governments chiefly concerned in the potential race 


may not follow the pattern set by Germany before each of the . 


two world wars. The United States certainly arm only 
defensively. In spite of all the evidence of Russian military 
strength, the rearmament of the United States is still, in terms 
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of America’s national income, a modest affair and the Arms 
Bill, which provides over a billion dollars for rearming the 
countries of western Europe, has been passed only with the 
greatest reluctance and after a determined attempt to halve 
the sum. In spite of Soviet screeching about American war- 
mongeritg and belligerency, this is not the mood or tempo 
of an armaments race. Nor will the pace quicken unless there 
are the most provocative proofs of Russian preparations for 
aggressive war. 

The certainty or otherwise of an arms race will thus be 
decided in the Kremlin and, however unaccountable its ulti- 
mate designs may be, there is at least some evidence to suggest 
that the precipitation of a major war is not among them. The 
communique issued by Moscow after the western announce- 
meni that Russia has the bomb could hardly have been written 
in less aggressive terms. It contained no flourishing of the 
mew weapon, no warnings, no menaces. On the contrary, a 
half-amused attempt to lower international tension can be 
read into the suggestion that, although Russia has in fact 
possessed the atomic secret for two years, what the western 
powers may have overheard was blasting operations in con- 
nection with Russian reconstruction. 

* 


It would, of course, be rash to base an estimate of Russian 
policy simply on the Soviet Government’s published state- 
ments. As Mr Bevin pointed out in his speech to the 
Assembly, the regime has perfected a method of double talk 
in which words are used in the sense precisely opposite to 
the normal meaning—“ people’s democracy ” for dictatorship 
of the party, “free election” for forced plebiscite, “ peace- 
loving and independent ” for subservience to Russian policy, 
and so forth. But there are sound reasons, quite apart from 
Russian professions, for believing that vigorous preparations 
for an aggtessive war form no part of the Soviet grand 
strategy. The Russian system, based upon a vast under- 
developed, underpopulated empire, does not need the outlet 
of war. In any case, even if Russian ideology were as 
essentially aggressive as that of the Nazis, the strategic 
conditions in Europe have undergone a revolutionary change. 
Even Hitler might have hesitated to launch a war had he 
known that aggression in Europe would have brought the 
United States into it from the start. Only if the Americans 
were to retreat to isolationism, would Russia be exposed to 
any really strong temptation to expand by force. It does not 
need an arms race to bring home to the Kremlin America’s 
determination to remain concerned with European defence. 
It entails no more than steadfast American participation in 
the Atlantic Pact. 

The decisive reason, however, for believing that the 
Russians do not seek aggressive war and are not preparing 
for it lies in their almost certain belief that war is not the best 
instrument of Soviet ambitions. The last two years have given 
Russia danger signals enough of the risks of direct Soviet 
intervention in Europe. The revolt of Tito and the Allied 
victory in the Berlin airlift are only the two most outstanding 
examples of damaging failure in the Soviet conduct of foreign 
affairs. But at the same time, world Communism has achieved 
its most fateful triumph since 1917 in the Communist con- 
quest of China. Communism is a better instrument than 
war for achieving Russian objectives. 

x 


The western Powers are thus faced with a situation that is 
both better and worse than their preoccupation with the atom 
bomb suggests. It is better because the likelihood of an 
immediate Soviet threat to peace is remote. It is worse 
because the challenge offered by the Soviets is more wide- 
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spread, more insidious and more difficult to meet than any 
move that can be countered by the dropping of a bomb. The 
strategy of resisting foreign aggression is, after all, familiar. 
The speed and relative ease with which a Western Union 
Pact, an Atlantic Pact, joint military committees and joint 
chiefs of staff have come into being shows that the nations 
were slipping into positions with which they were familiar 
and had to some extent occupied before. But the struggle 
against Communism leads the western Powers out into 
uncharted lands where the sacrifice of traditional, 
political and economic thinking may be great and the neces- 
sary forms of collaboration will certainly be uncomfortably 
new. 

Mr Bevin told the Assembly—with justification—that the 
Soviet prophets who had been waiting for a repetition of the 
economic crisis of 1929 were waiting in vain. History did not 
necessarily repeat itself and the degree of co-operation 
achieved in the western world gave the lie to Soviet expecta- 
tions. All this is true—so far. But can any unbiased observer 
look at the western nations today and believe that they possess 
both the secret of stability and a genuine world strategy for 
countering Communism ? In America, the recession seems 
in its turn to be receding but the ominous danger signal of 
surpluses has appeared—and no policy would play more 
readily into the Communists’ hands than a reduction of 
American output because of surpluses when the non-Ameri- 
can world remains a prey to want. In Europe, between the 


HE Chinese Nationalist Government has decided that, 
‘ if its days are numbered, it will go out not with a 
whimper, but with a bang. Its delegation to the Assembly of 
the United Nations, led by Dr T. F. Tsiang, has for the first 
time raised before Uno the question of Russian aid to the 
Chinese Communists and violations of the Sino-Soviet Treaty 
of 1945, and has thus brought the whole issue of the Chinese 
civil war into the international arena. For in this case it is 
not only a matter of investigating, or passing judgment on, 
alleged acts of aggression by one state against another, it is, 
or soon will be, a question of deciding what authority in 
China has the right to speak for China and whether a 
Nationalist or Communist Government is represented as one 
of the Big Five on the Security Council. 


While speeches are being made at Flushing Meadows, a 

“ People’s Political Consultative Council ” summoned by the 
Communists to Peiping—which has been given back its 
old and more familiar name of Peking, as it is to be once 
again the capital of China—has been preparing to create a 
new central government for all of China now held by the 
Communist armies—that is to say, the greater part of the 
country. Hitherto there have been only regional administra- 
tions co-ordinated by the Chinese Communist party, and 
there has thus been no state authority claiming to be the 
Government of China for other governments to recognise 
diplomatically, even if they had wished to do so. But the 
challenge to the credentials of the present Chinese official 
representatives abroad— including diplomats in al] countries, 
: delegates to Uno, the Chinese member of the Allied Council 
% in Tokyo and consuls in South-east Asia—now appears to 
be imminent. The satellites of the Russian bloc may be ex- 

pected to accord recognition at once to a Communist-led 
Government—for Communist China has shown itself sound 


in relation to the Tito heresy—and the western powers will 
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extreme liberalism of the continental governments 
dogmatic statism of the British, no common term has a i 
found and every economy, liberal or controlled, faces the -. 
solved problem of the dollar gap. In the world the 
new Asiatic Governments are divided between the claims of 
economic reality on the one hand and Communist-fanneq 
demands for immediate economic and social betterment on 
the other, and the same dilemma will arise in the Middle 
East and Africa before very long. 


None of these problems can be solved in the short run, 
Each demands the sustained co-operation of the 
powers for as many years as any responsible statesman cap 
foresee. But so far, they have not even taken the prelimi 
step of determining that, at whatever cost to soverei 
and preconceived economic thinking, they will work together 
and turn what is today little more than a hesitant mij 
alliance into a lasting partnership. It is typical of the west 
that talk of unity has never been more widespread and ex- 
amples of co-operation more frequent—in Strasbourg, in the 
OEEC, in the Ministers’ Committee set up after the Washing- 
ton talks—but also that, behind it all, remains unchallenged 
and unchanged the principle of exclusive national soverei 
The decision to undertake together the long campaign against 
Communism and to spare nothing in the process has still to 
be reached. Until it is, the nations of the west wil] be pur- 
suing expedients, not policies, and the fundamental problem 
—their survival—will remain unsolved. 


Flushing Meadows and Peking 


then have to make up their minds, if they have not already 
made them up, whether or not to do the same. If they with- 
hold recognition, the situation will arise in Uno, and op all 
international bodies, that different sets of Chinese represen- 
tatives are recognised by different nations. 

If the issue had been left to individual governments, it 
would have been decided by each according to its special 
views and interests, and the smaller nations would probably 
have followed the lead of two or three of the Great Powers. 
But by demanding a debate in Uno the Chinese Nationalists 
have made it more difficult for the leading western powers 
to transfer recognition without a crisis in international affairs. 
It is true that the Uno Assembly is not a judicia) tribunal 
and that its decisions are likely to be swayed more by 
the pressures of current politics than by the rights or wrongs 
of events in the past. Russian aid to the Chinese Commu- 
nists—for example the turning over to them of the munition 
stocks of the Japanese army in Manchuria—dates back four 
years, and on balance it can be claimed that American mate- 
rial aid to the Kuomintang Government was on a larger scale 
—though there is a great difference between providing arms 
to a recognised government and providing them to rebels 
against such a government. It has to be remembered, 100, 
that Russia in 1945 was not only in diplomatic relations 
with Marshal Chiang Kai-shek’s Government, but had 
signed a treaty with it providing for an orderly transfer of 
authority in Manchuria by the Russian occupation forces. If 
the Chinese delegate presents his Government’s case effec- 
tively in the international forum of Uno, he should be able 
to convince the more impartial part of his audience that the 


_ complaint against Russia is well founded. 


There are, however, important considerations inclining 
the western powers, and especially Britain, towards recogal- 
tion of the regime the Chinese Communists are about to 
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set up. Whatever Russia did or did not do to help the 


- Communists at the outset, it is clear that their power is now 


independent of Russian military aid or supplies, that 

they have substantial popular support and that organised 

opposition to them has disappeared outside half a dozen 

of the southern and western provinces. The resistance of 

the Nationalist armies which still cover the approaches to 

Canton, Kweilin and Chungking has been firmer than was 

generally regarded as likely after the fall of Nanking and 

Shanghai, but the Communist armies have continued to 
advance and there have been no signs of a successful Nation- 
alist counter-offensive. —The Communists are now counted as 
the victors of the civil war, even though they do not yet 
have control of the whole of China. There is a widespread 
disposition in London and Washington to say that the issue 
in China has been decided whether we like it or not, that it 
cannot be altered, and that the only practical course is to 
transfer diplomatic recognition to the new regime and try 
to do business with it, at any rate to the extent that business 
is done with Poland and Czechoslovakia. Additional to these 
arguments are the hopes of those who believe that a Com- 
munist China will not long remain contented in the Russian 
camp and that economic need must draw China again more 
and more towards the west, 


* 


There is, on the other hand, also a case for going slow in 
the matter of recognition. A revolutionary regime which 
has no constitutional continuity with its predecessors, but 
gtadually extends its territory through civil war, has no 
automatic right to diplomatic relations with other states. It 
has to request such relations and give a clear undertaking 
that it is prepared to accept the treaty obligations and liabili- 
ties of the state it claims to inherit. If it repudiates such 
commitments, it is entirely at the discretion of other states 
whether they accord it de jure recognition or not. The 
Chinese Communists have proclaimed their intention of 
abrogating treaties and agreements made by the Kuomintang 
Government, which they describe as treasonable. It is clearly 
desirable that clarification of the Chinese Communist attitude 
towards treaties—and on the extent of their claims to terri- 

_ torial sovereignty—should be obtained before the granting of 
recognition ; it should not be left to emerge in due course in 
a hypothetical atmosphere of goodwill, to be created by the 
mere fact of diplomatic intercourse. It is above all necessary 
that the Chinese Communists should not be allowed to sup- 
pose that recognition is a right which must be granted to them 
unconditionally on account of their military victories, or that 
the western nations are so desperately dependent on their 


709 


trade with China that they are ready to put up with any acts 
of violence or unilateral repudiation of agreements for the 
sake of a little commercial salvage. 

To judge from Mao Tse-tung’s encyclical to his followers 
in July in celebration of the 28th anniversary of the founding 
of the Chinese Communist party, he rates high his ability 
In future to call the tune while persuading the western 
nations, and particularly the United States, to pay the piper. 
In this remarkable document he wrote: 

The anti-fascist Second World War, with the Soviet Union 
as its main force, defeated three big imperialist powers 
{Germany, Italy, Japan], weakened two other big imperialist 
powers [Britain and France] and left only one imperialist 
country, the United States, without loss. However, the 
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domestic crisis of America is very grave. She wants to 
enslave the entire world. ... If we do business with 
these countries or if in future they are willing to lend us 
money on condition of mutual benefits, what is the reason 
for it? It is because the capitalists of those countries want 
to make money; their bankers want to get interest to 
relieve their own crises and it is not to aid the Chinese 
people. 

It is, of course, true that international trade and the grant- 
ing of commercial credits have economic motives of profit, 
whether conducted by private enterprise or by government 
organisations. But Mao Tse-tung is making an unwarranted 
assumption if he thinks that America is going to be a suppliant 
for Chinese trade, because of the severity of America’s 
mythical economic crisis. At the present time, at any rate, 
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America is not searching for export markets and has a wide 
variety of alternative objectives for capital investment. China, 
on the contrary, is likely over a period of years to be in urgent 
need of capital goods, technical assistance, and transport, 
which the Russian bloc will not be able to spare in sufficient 
quantities and which China will not be ab!e to purchase 
without large scale credits. It is China, not America, which 
is in need of economic favours. It is no doubt possible for 
the Chinese Communists to do without western economic 
assistance and maintain a low-level subsistence economy, as 
China did during the war against Japan ; but this would be 
to perpetuate China’s fundamental backwardness in modern 
transport and industry—which is far more serious than that 
of any of the east European countries taken over by the 
Communists. 


* 


The American Government has signified its indifference 
to the fate of its commercial stake in China by evacuating its 
nationals from places about to be overrun by the Com- 
munists. It is thus able to sit back and see how things turn 
out. If necessary, it can drive a hard bargain over recognition 
of the new regime, without having hostages in Communist 
territory or being driven to settle with the Communists in a 
hurry owing to the need to cut losses in time. Unfortunately 
Britain in this respect is in a much weaker position than 
America. Britain has a far larger commercial stake in China. 
The British business community has suffered severely 
from the effects of the civil war, and has been specially 
hard hit by the Nationalist blockade of Shanghai ; British 
firms there are unable to carry on their trade, but are 
compelled by Chinese law either to go on paying all their 
employees or to declare themselves bankrupt. The British 
interests involved are naturally anxious for a speedy settle- 
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ment with the Communists and for British naval action 
to break the Nationalist blockade and permit a resumption 
of trade. 
urgency of the situation as it affects British commercis| 
interests. But it is only an assumption that the Communists 
would behave differently if they were recognised ; and jt is 
by no means certain that the transfer of recognition from 
the Nationalists to the Communists would sufficiently 

the position in international law of the Nationalist blockade 
to permit it to be broken. Moreover, it would only produce 
serious international complications if in present circum. 
stances Britain were to recognise the new regime in Ching 
without simultaneous action by the United States. The 
tempo of British policy may have to be—indeed should be— 
adjusted to a more cautious and gradual pace of approach set 
by the American Government. There is nothing in the 
history of British dealings with totalitarian governments jn 
the last twenty years to justify more optimistic or appeasing 
policies. 

There is also a French angle to the problem of China of 
which more may be heard in the near future. The French 
anticipate that the Chinese Communists will intervene 
against them in the war in Indo-China, once the Chinese 
Nationalist resistance in the border provinces of Kwangsi and 
Yunnan has been overcome ; hence they are prepared, as 
Britain and America are no longer, to help the Kuomintang 
to make a last-ditch stand, and it is reported that it was largely 
on account of French encouragement that the Chinese dele- 
gates to Uno decided to bring their case before the Assembly, 
The issue in Indo-China is more serious for France than is 
generally realised in this country or America, and it is in the 
mountains north of Hanoi that the militant fervour of the 
new Chinese revolution may make its first direct impact on 
western power. 


The Health of the Book Trade 


THERE have been some signs recently of depression in 

the book trade. The figures of turnover and exports in 
the trade for the first quarter of 1949, recently released by 
the Publishers’ Association, however, belie these rumours of 
a slump in publishing and bookselling. But figures of total 
turnover are an inadequate measure of the internal health of 
a trade, and the purpose of this article is to examine briefly 
certain economic adjustments that are occurring in the book 
trade. 

The attempt would be a great deal easier if book pub- 
lishers were willing, or indeed able, to give more information 
about themselves. There can be few other trades nowadays 
which contain so many firms of so individualist and varied a 
character, or of which so little is known, statistically speaking, 
of how they work. Competition is so much alive ; rivals are 
so determined to keep the scope of their own businesses 
private that very little in the way of either individual or 
overall figures exists. The smallest firms may publish only 
half a dozen books in a year ; the largest several hundreds. 
One publisher may concentrate 85 per cent of his output on 
educational books ; another devote as much of his resources 
to fiction, or to technical and scientific books. And as most 
publishing firms are private companies, annual accounts and 
profit figures are not published. For this reason it is 
extremely difficult to make any generalisations. 

The figures given in Table I show that by 1947 turn- 
over was three times as high as it was in 1937-1939, and 
that exports had risen proportionately only slightly less. 


TaBLe I—TURNOVER AND EXPporTS OF THE Book TRADE 


({ million) 
| | Exports Number 
| as oft 
Total | | Percentage Titles 
Turnover | Exports | of Published 
Tota! Each 
} Turnover Year 
i | wa 
£ £ 
DONT i idan ei tidssanece wale 10-5 31 17,137 
OUD ues esis 10-7 =| 863-1} | av. 30-0 16,219 
BOER 5hs. vad: spake ens es eae 10-3 | 3-1 14,904 
De athe eens 9-9 3-5 | 35-3 11,053 
1943 4 sis. 5. Sowsbacs tied 13-9 39 =| 28-5 7,581 
OEE cattinnscchinae cou mewkrn a 16-7 36 8 | 21-6 7,241 
Mn. bs ves ss Miveeteeaanse 19-2 44 23-2 6,705 
ere ee ! 20-5 4-3 23-9 6,781 
DOOR, « caunuramannemeniniataon 21-9 61 23:4 6,747 
ae EET Te re ey 26-9 6-7 24-9 11,411 
Rak lane | 3-2 74 8=6| 245 13,046 
BOOB sh ee, cde sees ke is | 33-2 8-7 | 26-3 14,686 
1946 (March quarter)....... | 5- 1-4 | 24-8 
1947 ms NC le a 3 1-5 24-8 
1948 .t! Ga ore e es g 7-5 2-0 26-8 
1949 ' 7-6 2-1 28-2 
* Record year. 


But when these turnover figures are set against the number 
of books published in each year the table tells a rather 
different story. During the war years the number of new 
titles fell to less than half, and even by 1948 had not 
returned to the level of 1938. The difference between 
output and turnover is due to two causes: first, to the rise 
in the price of the books themselves, and secondly, to the 
larger number of copies of each title printed. Most pub- 
lishers are now printing 3.000 or even 5,000 copies of a book 
of which they would only have printed say 1.500 copies 


The British Government is impressed by the ! 


befor 
of the 
how | 
tainly 
far a 
abou 
to fe 


over 
supP 
Whi 


ii shite Aa DiS wus ite Rs oon oe 8 





ORRFR ° 


- 
a 


Seah! eA Rl SSP ES Sws 


: 
i 
2 
¢ 


THE ECONOMIST, October 1, 1949 


before the war. No information exists about the total volume 
of the trade (as contrasted with its value) which would show 
how many copies of books are printed. The number is cer- 
tainly still much higher than it was in 1939, but that is as 
far as it is possible to go. In the absence of information 
about the number of individual books sold it is not possible 
to tell how the public’s book-buying habits have changed 
over the past ten years, except in the very general sense 
supplied by the analysis of personal expenditure given in the 
White Paper on National Expenditure (Cmd. 7649). 


Taste I[—PersonNaL EXPENDITURE ON Books, MAGAZINES 
AND NEWSPAPERS ({ Millions) 


| 1948 Price 


| { | 
1958 146 | «1947 | 1948) | Adjusted 
| | | | 1938-100 
| | a t 
SOMME coun babves Pg gee Pen gees es ary 150 
Newspapers... .s..00ce0 1) o8e 2b) gt! chic ss 5 | lio 
Magazines... cee e ee eeeee | 18 | 22 | 25 27 120 


- 


This shows that, when allowance has been made for 
changes in price over the ten years, personal expenditure on 
books has gone up by 50 per cent. 

A more detailed analysis of the types of books published 
each year is provided by Messrs. Whitaker in their annual 
book list. But here again the numbers refer to titles not to 
the number of books printed in each edition. Thus 100,000 
copies of Trevelyan’s English Social History are not distin- 
guished except by title from a Ph.D. thesis of which only a 
few hundred copies may be printed. Table III does not, 
for example, show how very steeply the number of educa- 
tional books has increased since the war. As these are 
mostly large editions of older books their importance to the 
trade is much greater than is shown in the table. 


Taste [1{—Tit_es, New ann REPUBLISHED 
By pres (ooo 
1939 1947 1948 


} 
| ——__———|-—— — —|—-—- aianpitoiaiien 
|} Number Per Cent) Number Per Cent) Number Per Cent 
Art and architeeture....... 193 1-3 580 2-9 535 3:6 
a ag MET ee 689 46 | 4359 3-4 479 33 
Cauld book 1,503 8-7 | 1,173 9-0 1,497 10:2 
Btu Rey ys 1,550 9-1 | 647 5-0 902 6-1 
OM. 6 ons wtb <aSetees } 4,222 28-3 2,526 17-8 | 2,831 19-3 
MOONPA .. soon csecccene | 498 3:3 401 31 454 3-0 
Poetry and drama......... ' 535 | 3-6 420 3-2 | 629 | 3-6 
Religion shecin: ames Aiton 51 | 650 4:8. )... 837.) 56 
Sports and pastimes... 2. | 356 | 1-0 Hl | 28 458 | 3-1 
te... xs «< cepraaneeenh | 5,195 . 35-0 6,269 48-0 | 6,194 42:2 
DOr acs aces SL IS 14,904 = 100-0 15,046 100-0 14,686 | 100-0 


This year is the first which has seen a return to normal 
paper supplies. Wartime standards of paper and binding 
have been officially re!axed, and competition in the appear- 
ance of books as well as in their contents and price is now 
reasserting itself. Only in the price of paper is any early 
fall in costs expected; the supply of paper has also 
become more plentiful. Binding costs are at least 100 per 
cent higher than ten years ago and are likely to increase 
further if certain new wages claims are agreed to. Average 
printing costs are 96 per cent higher than ten years ago, and 
these are also likely to rise further. 

No analysis has been made by the publishing trade of the 
average rise in the price of books, but it has certainly no- 
where near doubled, as costs have done. Some say the rise 
is as low as a third ; others that it is 50 per cent. How has 
it been possible to keep the price of books lower than the 
rise in costs? The first reason is that by printing larger 
editions it has been possible to spread costs more widely. 
The book-buying public is still a good deal larger than it 
was ten years ago, and as long as this lasts it is easier to keep 
down prices. Secondly, many publishers have been living 
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on reserves accumulated .in the profitable war years, when 
large editions were sold out immediately. This cushion is 
being gradually deflated, and if the costs of binding and 
printing continue to rise and there is no increase in book- 
buying habits, a rise in the price of books seems inevitable, 


* 


Any examination of the book trade could very easily 
lead one to suppose that it was an inefficient one. There are 
so obviously too many firms and their output of unsaleable 
books is so obviously too large. There can be no doubt 
that some economies could be effected by combination. 
There are some 1,800 firms included in Whitaker’s list of 
publishers and 200 of these entered the trade last year. The 
Publishers’ Association, which contains nearly all the well 
recognised publishers, has now a membership of only 274, 
and many of even this select band are very small and are 
run on lines which are old-fashioned by any standards of 
modern business efficiency. But there is one factor which is 
of overriding importance in making any assessment of the 
efficiency of the trade. More than in almost any other 
industry competition still reigns supreme. A_publisherc’s 
trade is one of individual judgment by which his firm stands 
or falls, and there is, therefore, every incentive to be econo- 
mical and to reduce costs. There are relatively few salaried 
executives in the trade drawing even as much as {£1,000 a 
year. For the rest the senior members of firms are people 
who have risked their own capital in their firms and are 
working there to earn the return. 


Shortage of capital is one of the greatest problems in the 
publishing world. Fixed capital is small, apart from office 
accommodation, since few firms own their own printing 
presses, but deal separately with some 75 book printing 
firms and some 70 bookbinding firms. What is primarily 
needed is working capital to tide over the long gap between 
the time when costs are first incurred and the time when 
receipts come in—sometimes as long as 18 months later. 
This unproductive period has now been lengthened 
because of a drift of compositors and other printing staff 
to magazine and periodical printing, consequent on the 
recent increase in the size and number of periodicals, 
Entry to a publishing firm is all too frequently barred 
to those who have no capital to bring, while those 
who merely bring capital cannot be accepted as sleeping 
partners since the firm must make certain that they will pull 
their weight. Thus shortage of working capital often 
exercises an unfortunate barrier to entry and enterprise. 


What conclusions can be drawn from this short survey ? 
There can be no doubt that fewer books are now being 
bought in the bookshops. This was to be expected after 
the exceptional circumstances of the war, now that more 
counter-attractions and less money are available. It does, 
however, seem probable that demand: will stabilise well 
above the prewar level. This comforting reflection does 
not necessarily give much consolation to individual pub- 
lishers. In the face of competition many of the newer 
publishers who cashed in on the wartime boom are 
bound to go under and many have already gone. There 
may be some increase in the number of small publishers who 
are prepared to go under the wing of larger ones, particu- 
larly as far as their selling and export organisation is con- 
cerned. But in spite of the financial advantages of rationali- 
sation this is a world where individualism reigns supreme. 
It seems unlikely that many will be prepared to sacrifice the 
freedoms of independence to the financial advantages of com- 
bination—at least on the publishing side. Publishing will 

. continue to be a matter of sink or swim. 
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Muddle Over the D-Mark 


Nothing could be more unfortunate than the way in which 
devaluation is being handled in Germany. Even now, ten 
days after British devaluation, Germans have still no fixed rate. 
The way in which the whole affair has been handled throws 
an ominous light on the future of allied relations with Ger- 
many. On the one hand, the authority and prestige of the 
Bonn Government have been severely undermined in the first 
week of its existence. On the other, the new Allied Com- 
mission has given an almost unbelievable example of how not 
to go about its task. 


The sorry business begins with the fact that no preparations 
whatever had been made in Germany to deal with the con- 
sequences of devaluing the pound. The immediate reaction 
on the part of the Allied authorities was to warn the Germans 
against precipitate action which would rouse panic among the 
public. The next step was to tell Dr Adenauer that the High 
Commission, although it alone had the right under the 
Occupation Statute to decide upon the value of the D-mark, 
would show its good will by leaving the Germans to make up 
their minds first. It was envisaged that the High Commission 
and the German authorities would then come to an amicable 
joint decision. 

In point of fact the Germans, after initial disagreements, 
proposed cutting the D-mark by 25 per cent to 22.5 cents ; 
but opposition inside the High Commission came from the 
French representative, M. Frangois-Poncet. Paris insisted that 
devaluation of the mark should not exceed 20 per cent. For 
some time past the French have not been able to sell Saar steel 
in the German market—where Ruhr steel is cheaper—and they 
object to the increase in this difference which will result if 
the mark is cut by more than the franc. They further dislike 
the prospect of paying more for Ruhr coal, which they pay for 
in dollars, the price being calculated on the basis of the mark- 
dollar rate. 


Mr McCloy’s flight to Paris to break the deadlock was a 
generous gesture. In Paris, however, it emerged that M. 
Queuille and his colleagues viewed the affair bitterly as another 
demonstration of an Anglo-American attempt to force decisions 
down the throats of the French. It is chiefly on their initiative 
that the Allied Commission decided to reject the German 
figure and increase the rate to 23.8 cents to the mark. It 
appears, however, that even this figure is not to be final ; for, 
in the first place, the Bonn Government must reply to the 
Allied Commission’s proposals, and it is also still possible for 
the French to withdraw agreement, if the Germans will not 
meet them on the matter of the price of Ruhr coal. As 
a result of this thoroughly unsatisfactory business, the authority 
of the Bonn Government has been made to look and sound 
hollow in its very first days of office, and the Allied Com- 
mission has already revealed basic dissensions. 


* * w 


Stubbornness in Paris 


One of the bewildering features of the whole affair is the 
light it throws on French policy vis-d-vis Germany. In recent 
months, the French Government has gone out of its way to 
suggest to the German politicians that France desires nothing 
better than a new understanding with Germany. M. Francois- 
Poncet, the new High Commissioner, has made friendly 
speeches and established cordial contact, particularly with the 
Christian Democrats, who have the sympathy of the French 
. Foreign Minister, M. Schuman, on the grounds of a common 

political allegiance to Christian democracy. Support for a 
friendly policy towards Germany has also come unexpectedly 
from General de Gaulle. The General’s fear of Russia and 
hatred of America have now fused in a new policy of conti- 
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nental isolationism, in which federal Germany will be France’s 
closest ally in resisting both the Slavs and the 

Such then, is the propaganda aspect of the French Policy in 
Germany, which will be debated in the Chamber before the 
month is out. 


When, however, it is no longer a question of 
contacts and confidential little talks after well chosen meal 
French policy takes on a very different appearance. It is no 
exaggeration to say that the chief reason why every concession 
made to Germany in the last three years has failed to restore 
German confidence is because the French have obstructed jt 
until it has long since lost all value in German eyes. The same 
process is at work now. In the devaluation of the D-mark, it jg 
French intransigence which has left the Germans without a 
value for their currency since September 18th. It is the French 
who are trying to raise the internal price of German coal ay 
whatever cost to the Bonn Government in terms of economic 
stabilisation, in order that steel from the Saar—quietly detached 
from Germany—may compete in the German market. Yer 
at the same time, the French insist that the external price of 
German coal, already below the world level, shall r0t be 
increased as a result of devaluation. Again, it is the French 
who are insisting that no change shall be made in dismantling 
policy, even though the three Allies have agreed that dismantling 
should be reconsidered in three months’ time as part of a 
general review of allied policy in Germany. The French have 
made it clear that they are not committed to any concessions, 


This dismantling issue is particularly galling to the British. 
The factories scheduled for dismantling are in the British zone, 
and British troops have been used for the dismantling process, 
Britain is thus bearing the full brunt of German displeasure 
over a joint policy agreed by all three occupying powers, If 
dismantling is to continue, the British should receive in this 
unpleasant business some assistance and public evidence of 
French and American responsibility. 


x * w 


Economic Debating Society 


This week’s emergency session of Parliament has added 
little or nothing to public knowledge of the economic 
policies favoured by either the Government or the 
Opposition. The Government went into the debate very 
nervous about the attitude of its own back-benchers 
and about the effect which the increased cost of living 
consequent upon devaluation might have upon the policy 
of wage stabilisation. This accounted for much _backstairs 
scurrying beforehand, culminating in a meeting of Ministers 
with the Parliamentary Labour Party, for the putting up of Mr 
Aneurin Bevan to make one of the closing speeches, and for 
the emphasis in the Government’s motion on “ maintaining full 
employment and safeguarding the social services.” In the 
event the Labour back-benchers, from preoccupation with 
the coming election and from lack of any alternative to the 
official policy, rallied solidly behind the Chancellor. This 
solidarity was reinforced by the Chancellor’s announcement of 
an increase in the profits tax, which gave the Labour benches 
the comforting assurance that party advantage is still more 
important to their leaders than any nonsensical ambitions of 
economic statesmanship. 


Nor were the Government seriously embarrassed by the 
attack of the Conservative, Liberal or Prittite oppositions. 
On Tuesday Mr Oliver Stanley was wittily destructive of 
official pretensions, on Wednesday Mr Churchill was amusingly 
eloquent, but there emerged no sign of a comprehensive alterna- 
tive policy. In fact the debate in the House of Commons has 
been Kittle but a series ef accusations from each side of the 
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House that the other lacks a bold policy to meet the situation. 
This was accompanied by a vigorous Labour campaign to 
associate the Tories in the public mind with mass unemploy- 
ment—a campaign in which the advantage, as is inevitable 
jn politics, rests with the accuser. Mr Aneurin Bevan 
developed this theme to its climax in his speech on Thursday ; 
in addition he set out deliberately to vilify Mr Churchill, and 
by suggesting that the latter was nothing but the dupe of the 
guilty men,” to drive a wedge through the Tory Party. Short- 
sighted as this kind of abuse may prove—for while it gains 
Mr Bevan cheers in the House it may lose him votes in the 
country—it differed only in the brutality of its language from 
Mr Churchill’s attack upon Sir Stafford Cripps. 

In contrast to the vulgarity of the debate in the Commons, 
the two-day debate in the House of Lords saw the development 
of much more powerful and realist arguments. While Mr 
Wilson with characteristic naiveté was painting a glowing 
picture of the great dollar wealth to be scooped up by a new 
race of Britons skilled in the art of salesmanship, Lord Layton 
was drawing attention to the far reaching effects that will 
occur to the pattern of world trade. No less than 60 per cent 
of the world’s import trade and 50 per cent of its export trade 
are done by countries that have devalued, and the effect of 
devaluation is to impose a 43 per cent tariff on American 
exports to this large section of the world market. “ It (devalua- 
tion) is a clumsy instrument that can only be compared to 
using a hacksaw instead of a surgeon’s knife upon the living 
body of the world’s international trade.” 

® ® * 


Mr Strachey Looks Abroad 


In his party political broadcast last Saturday, Mr Strachey, 
the Minister of Food, compared favourably the level of food 
consumption in Britain with that in other European countries. 
Statistically this is a dangerous thing to do, but by using the 
appropriate figures it can be shown that Britain is better off 
than most European countries (that is, its calorie intake is 
higher) and not much worse off than the best of them. Mr 
Strachey did not mention the source of his information, but the 
accompanying table, based on the food balance sheets of the 
Food and Agriculture Organisation, bears out the Minister’s 
statements. He said, for instance, that Belgium, “one of the 
most prosperous countries in Europe today,” is getting little 
more than half as much milk and only about the same amount 
of meat and fats as Britain is. According to the table that is 
true. It also shows that the daily British consumption of 
calories was below only that of Ireland and Denmark, while 
the daily consumption of cereals was larger than in any country 
except Italy, Ireland and Luxembourg. In meat consumption 
Britain was third to Denmark and Ireland ; but in milk and 
fats it was fairly well down the list, though the daily con- 
sumption was not very much smaller than in most of the 
countries above it. 


This year’s 400,000 British visitors to Europe will find Mr 
Strachey’s way of putting things very puzzling. Do the statistics 
conflict with the evidence that they saw for themselves ? The 
first obvious objection is to the use of the calorie for purposes 
of comparison. It measures only the amount of heat energy 
obtained from food, whereas good feeding depends on a large 
number of more subtle factors which defy statistical computa- 
tion. Secondly, most of the European countries produce a 
large amount of food which is consumed domestically on a 
most generous scale and which therefore tends to escape the 
net of official statistics. Finally, the comparison of national 
diets can give quite artificial results if differences in geography 
and social environment are ignored. Because a country has a 
smaller calorie intake, it does not necessarily follow that the 
people are worse off nutritionally. 


What is undoubtedly true is that the level of food consump- 
tion in Britain shows less variation between income groups than 
in most other countries ; but that is due to rationing. The 
real question is whether such an enforced equality, which 
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restricts personal choice so severely, does in fact contribute to 
the common good. Perhaps the most suspect point in the 
Statistics is the total calorie intake for Britain. According 


Foop ConsumPTION Levets In Europe, 1947-48 
(Consumption Per Day Per Head of Population) 
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to the FAO figures, in 1947-48 it was 2,968, but in the 
Economic Survey for 1949 the calorie intake was given as 2,860. 
A difference of 100 calories may not seem large, but if all the 
figures are subject to the same degree of error, a very different 
picture might be obtained. 


* * * 


One of the most disturbing features of the debate was the 
preoccupation of the House of Commons with the domestic 
effects of devaluation. Mr Churchill and other speakers did 
Pay some attention to the Government’s failure to concert its 
action with the other European countries, notably France. 
That the Chancellor’s decision to act unilaterally as far as 
Europe was concerned may have arrested and possibly seriously 
damaged the prospects of European economic co-Operation 
had little importance for MPs, hagridden by calculations 
about the size of their majorities. The prospect of the legisla- 
ture of the greatest international trading power with its eyes 
turned inwards is not calculated to edify the rest of the world 
or increase confidence in Britain’s economic leadership. How- 
ever, at one stage on Tuesday evening there was an interesting 
exchange between certain Labour and Conservative MPs, who 
had been delegates or observers at Strasbourg, as to what they 
had or had not said at the Council of Europe. The importance 
which they attached to this és a sign of the way in which the 
Council’s deliberations may interlock with those of national 


parliaments. 
* 


First Week at the Assembly 


In the last three years, there has been a certain sameness 
about meetings of the United Nations. The same problems 
have come up, the same division between east and west has 
emerged, the same current of fear and hostility has been under- 
neath the brave speeches urging peace and co-operation. This 
year’s Assembly in New York shows some signs of following 
the same pattern. 


Nevertheless, in the first week, two or three events have 
occurred which promise a different and more lively meeting. 
In the first place, the easing of the situation in Germany has 
brought a certain détente between the great powers—though 
whether it can survive the acrimonious wrangle over the status 
of Nationalist China remains to be seen. In the second place, 
added urgency has been given to the question of international 
organisation by the knowledge that Russia has the atomic 
bomb. Last of all, the Soviet bloc has at last been weakened 
by the defection of Jugoslavia. 

Hitherto, the Jugoslavs have taken the line—in the United 
Nations—that their exclusion from the Soviet paradise was due 
to the machinations of the minor members of the Cominform, 
whereas Russia itself was in some way ignorant of the dispute 
and therefore not responsible. The Jugoslav delegates there- 
fore continued to vote with Russia on all international matters 
and to sustain the front against the west. This position they 
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have now deserted in spectacular fashion. In New York, 
Jugoslav Foreign Minister, Mr Kardelji, has launched a di 
attack upon the Russians telling them that it is no use calling 
for a peace pact unless they are prepared to give up their open 
aggression against Jugoslavia (the part played by the Rajk trial 
in this is described on p. 726). At about the same time, Mr 
Pijade declared in Belgrade that the Cominform had in fact 
“come to an end”; for whereas it had been set up as an 
instrument of co-operation between equal members, it was now 
merely a tool of Soviet Secret Police and secret intelligence 
services. Moscow has now retaliated with a denunciation of 
its treaty with Jugoslavia. 


This dispute between Russia and Jugoslavia is presumably 
a matter of some embarrassment, even to the inscrutable Mr 
Vyshinsky. It is one thing to attack capitalist states as war- 
mongers ; it is more difficult when the state under attack is 
almost as orthodoxly Communist as Russia itself. But the 
implications of the dispute go farther, and may affect a number 
of other problems which are due for discussion in the course 
of the Assembly. In spite of Mr Vyshinsky’s efforts, the 
question of Greece’s northern frontier has been put upon the 
agenda, and Russia’s willingness to bring intervention to an 
end in this quarter may well turn on its assessment of Jugo- 
slavia’s staying power. Similarly in the discussions on the 
Austrian Treaty it may well be that Russia’s intransigeance on 
the question of the oil concession may spring from the desire 
to postpone the whole treaty and thus keep Soviet soldiers on 
garrison duty in Central Europe. The Jugoslavs do not believe 
that there are enough Soviet troops along the Danube to mount 
an attack upon Jugoslavia, but their presence could be invalu- 
able in a long drawn-out war of nerves. 


* * * 


Moderate Optimism at The Hague 


Nearly six weeks have now gone by since the round table 
conference between the Dutch and Indonesians opened at The 
Hague. Only two more remain before the fateful two months 
are up, beyond which both sides have feared that time could 
not be made to stand still in Indonesia itself. What has been 
accomplished ? Will the conference prove a success, a mile- 
stone in history? Outwardly, the outstanding achievement 
to date has been agreement in principle on the form which the 
Netherlands-Indonesian Union is to take. Behind the scenes, 
the achievement has been this: on the one hand, continued 
disposition on both sides to plough through the tangle of 
legalistic argument with good will, and, on the other, increasing 
Dutch readiness to compromise. 


It was the Dutch who moved furthest from their starting 
point, to make the agreement on the Union possible. This 
was the crux of the conference, and by substantially accepting 
the Indonesian view of the mainly symbolic function of the 
Crown, the Dutch negotiators have shown sufficient realism 
to make the prospects of complete success encouraging. Perhaps 
for the first time in their long series of negotiations with the 
Indonesians, the Dutch. representatives—from the senior 
ministers, Dr Drees and Dr Stikker, to the actual delegates, 
led by Dr van Maarseven and Dr van Royen—have avoided 
constantly looking back over their shoulders at public opinion. 
They have gone ahead with the job in hand, and they will 
deserve the fullest backing of their countrymen when it is done. 


The emphasis of the conference has lately shifted to 
economic questions. The Indonesians rejected Holland’s 
original proposals whereby, amongst other points, the Dutch 
would in effect control Indonesian fiscal policy until the public 
debt to the Netherlands is redeemed. This was a tall order 
and Dr Hatta had no alternative but to oppose it flatly. Since 
then, however, the Dutch have put the onus of making pro- 
posals on the Indonesians. And it seems that there és every 
reason to hope for a satisfactory outcome, provided that too 
much time is not wasted in thrashing out excessive details. A 
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great deal will remain to be done, in any after 
conference is over. On matters of ladatn is i 
nesians’ turn to be as accommodating as reasonably possibie 


x * & 

Railway Wages 

The danger of a general paralysis of the railways by reason 
of a decision to “ work to rule” seems temporarily to have been 
averted. While it would be wrong to underestimate the 
rebellious mood of the railwaymen as the result of the rejection 
of their wage claim, there are signs that common sense has 
found a place in their counsels. The London “ go slow” moye- 
ment last week, which its sponsors hoped would create chaos 
and paralyse traffic, was in the event supported by only a few 
goods depots and a handful of Underground porters on the 
Piccadilly Line. The failure of the great bulk of London's 
railwaymen to respond to the “work to rule” appeal, and the 
refusal of the two other railway unions to have 10 
do with this unofficial action undoubtedly influenced this small 
minority, which agreed after two days to resume normal 
working. In Warrington, also, goods workers who had been 
going slow since the announcement of the Board’s findi 
agreed to listen to the instructions of the National Union 
of Railwaymen and leave any decision until the special 
delegate meeting this week. The same tendency has been 


shown in the weekend meetings of many branches of the NUR 
throughout the country. 


The most moderate proposal has come from _ railway- 
men of the North-East coast, who, recognising the obvious 
impossibility of securing any all-round increases under 
the present circumstances, have instead decided to press for 
improvements in the wages of lower-paid workers. This would 
in effect mean a return to the position in June, when the 
Railway Executive offered to raise the minimum rates of the 
lowest paid men by 3s. 6d., an offer which the NUR turned 
down as “contemptible.” If this can be brought within the 
terms of permissible increases conceded by Sir Stafford Cripps 
— if, that is, it can be regarded as being less than “literally 
nothing ”"—it may form the basis for a compromise, 


* * x 


Towards a National Minimum ? 


The extent to which devaluation has jolted the accepted 
assumptions of the trade union movement can be gauged from 
the fact that there is now serious talk about establishing a 
national minimum wage. In the past this has always been 
resisted by the TUC, mainly on the ground that minimum 
wages tend to become maximum wages and that the idea of 
a statutory minimum wage savours too much of state inter- 
ference with free collective bargaining. Two years ago, the 
Government was reported to have made an offer of a statutory 
minimum wage to the TUC, but it was then refused as the- 
unions insisted that planning should apply to everything except 
wages. It is even now by no means certain that the TUC will 
agree to adopt a scheme for a national minimum wage. Opinion 
is divided on the General Council and there is strong opposi- 
tion from the craft unions. The initiative for its introduction 
appears to come from some of the leaders of general unions, 
such as the Municipal and General Workers, with a high 
proportion of members in the lower paid groups and trades. 


The theoretical advantages of a wages “floor” are fairly 
obvious. The practical difficulties are formidable. The figure 
of £5 a week is now generally discussed, but would it be tied 
to the cost of living index? What would be its relationship 
to earnings ? The fact that, according to the current Ministry 
of Labour Gazette, earnings have risen by 124 per cent over 
October, 1938, while wage rates have only risen by 73 per cent, 
reveals the very wide gap between them. Would the present 
relationship between men’s and women’s wages be maintained ? 
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Would the “ social” wage, represented by family allowances, 
subsidies and health benefits, be taken into account ? 

These are but a few of the questions which the unions will 
have to consider. The most serious problem, however, con- 
cerns the relation between skilled and unskilled workers’ wages. 
The maintenance of the “differential,” for all the Prime 
Minister’s appeal at Bridlington, is still a cardinal trade union 
principle—with, it might be added, a great deal of economic 
justification. ‘The Confederation of Engineering and Ship- 
building Trade Unions—who were greatly irritated by Mr 
Attlee’s remarks—are actually seeking enlargement of the 
differential in their proposals for a new wages structure. 


* * * 


Sterling Price, Dollar Price and World Price 


The steep official increase in base metal prices (British 
Government policy on this question is discussed in greater 
detail in a leading article on p. 729) has bewildered a number 
of people who, while realising the inevitability of higher prices 
for dollar products, can see no reason why those originating 
in the sterling area should cost the British user more. A 
similar confusion exists over petrol and Atlantic passenger 
fares, the one partially, the other almost wholly, a matter of 
sterling production. Nothing could be more symptomatic of 
the state to which ten years of artificial markets and exchange 
controls has reduced the public capacity for clear thought on 
such topics. There is no hard and fast dividing line between 
“sterling goods” and “ dollar goods.” Some things obviously 
fall into one or the other category ; one expects the price of 
tobacco from Virginia to rise after devaluation, one does not 
expect an increase in the price of haircuts, or for that matter 
of any product which, originating in the sterling area, is also 
exclusively consumed there. It is otherwise, however, with 
world staples such as the base metals. Their origin may be 
in the sterling area, but their market is very largely a dollar 
market, and their true world price is a matter not merely of 
costs in devalued sterling but of demand in undevalued dollars. 
Every ton of lead consumed in Britain represents dollars for- 
gone just as every ton of aluminium represents dollars spent. 
To maintain base metal prices at their old figure would have 
been to falsify the accountancy of the balance of payments. 


Falsified accountancy of this sort has become so familiar a 
feature of every kind of trade, not merely the international, 
that the grievance of manufacturers faced with a sudden and 
apparently arbitrary increase in costs is understandable. Why, 
having been denied by official control the full benefit of the 
lower prices recently ruling in New York, should they now 
be required to bear the full impact of devaluation? If the 
purpose of Government commodity dealing is to cushion such 
Shocks as these, to achieve that stability which is so often 
exalted above competitive efficiency or responsiveness, why has 
that purpose now been thrown overboard ? 


* * * 


Holland Balances the Budget 


For the first time since the liberation, the Dutch Govern- 
ment has succeeded in balancing its budget ; it has even shown 
a surplus of 20 million guilders. The surplus is a small one 
when compared with the total expenditure of about 3,500 
million guilders envisaged for the year 1950, but the achieve- 
ment is important. It comes at a time when devaluation may 
mean added inflationary pressure at home, and it shows a 
startling improvement over previous years. The budget deficit 
had risen from 881 million guilders in 1947 to 1,019 million in 
the following year, and by 1949 a deficit of 233 million still 


Temained 


Two factors are mainly responsible for the success. The 
first is the reduction of food subsidies. These have declined 
from a peak of 523 million guilders in 1948 to 227 million in 
the current year and are calculated at only 171 million in 1950. 
Also helpful is the gradual decrease in the amount of non- 
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recurrent expenditure made necessary by war damage, such 
as reclaiming inundated areas and paying compensation to war 
victims. The money budgeted for these items reached the 
figure of 1,854 million guilders in 1948 and will be reduced 
to 669 million by next year. Another general contribution is 
the dwindling number of civil servants ; they have fallen from 
131,000 to ror,000 in the last four years. 


Changes in tax policy will accompany the new budget. The 
turnover tax will be slightly increased and rents will also rise, 
thus placing a heavier burden on the rich. The lower income 
classes will be helped by abolishing the turnover tax on 
essentials and by lowering rates for income tax and PAYE. 


In spite of the all-round improvement the Dutch Govern- 
ment is not entirely happy about the budget position ; probably 
only the military departments are thoroughly satisfied. For the 
war and navy ministries have demanded that about 25 per 
cent of the whole budget be allocated to them ; and although 
collectively the Government says it regards this as an absolute 
necessity under present world conditions, the Minister of 
Finance calls the amount “in the long run unbearable.” 
Ministers are also concerned at the level of Government 
expenditure: it is still high, and efforts to promote efficiency 
are discouragingly slow. 


Two further anxieties are low productivity—partly due to 
lack of new investments—and the persistent deficit in the 
balance of payments. As a spur to productivity, the Govern- 
ment hopes to apply to industrial investment a portion of its 
counterpart funds (the fund of Dutch guilders that Holland is 
required to set aside in an amount equal to dollar grants). The 
dollar export drive has also been conducted energetically. The 
Government has set up a special export promotion division, 
devised a novel incentive for Dutch exporters and has also 
created trade commissions in the United States. Even so, there 
is only a slim hope that by 1952 Holland will be earning the 
cost of its dollar imports. 


* * * 


Does India fear a Plebiscite ? 


When India and Pakistan agreed to cease hostilities in 
Kashmir and permit an investigation of the problem by a 
United Nations Commission, there were high hopes that this 
tangled issue would soon be resolved and that the way would 
thus be cleared for a definite reconciliation between India and 
Pakistan. Now, however, a fresh deadlock has been brought 
about by India’s rejection of the Commission’s proposals for 
arbitration which have been accepted by Pakistan. Mr Nehru 
has made a very uncompromising speech on the subject, 
declaring that India would not agree to any formula which does 
not explicitly lay on Pakistan the blame for what has happened 
in Kashmir. 

To the outsider the supreme need in this dispute appears to 
be to ascertain by appropriate means the wishes of the popula- 
tion in the various parts of the composite realm known in its 
entirety as Kashmir. India cannot logically reject the plea that 
the issue must be decided by the popular will, for the whole 
political theory of Congress requires that the people and not 
the prince should decide. This principle was unequivocally 
maintained by India in the case of Hyderabad to justify armed 
coercion of its ruler. In view of the memories of recent 
bloodshed in Kashmir itself and in the neighbouring Punjab, 
it is reasonable to claim that the state should not be shifted to 
one side or the other by a bare majority vote, but should be 
partitioned on lines corresponding, as far as possible, with the 
local voting ; thus most of Jammu would probably go to India, 
even if the Vale of Kashmir were to opt for Pakistan. 

Why is it then that India is so reluctant to agree to any 
concrete steps for solving the Kashmir problem on these lines ? 
It can only be because of doubt whether, in spite of professions 
of confidence in the popular support of Sheikh Abdullah, the 
Moslem population of the Vale of Kashmir would vote for 
union with India in an impartially supervised plebiscite. There 
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is now talk of India’s demanding postponement of a plebiscite 
for at least five years—presumably in order that intensive 
political education in favour of India can be done in the mean- 
time, with no chance for Pakistan to do any canvassing. But 
such tactics are unworthy of a Government which in other 
fields has shown a great capacity for moral leadership and 
magnanimous conduct. 


If the inhabitants of the Vale of Kashmir want to belong to 
Pakistan, is it really a vital interest of India’s, political, economic 
of strategic, to stop them ? If they do not want to belong to 
Pakistan they will vote for India, and India’s claim will be 
vindicated. It is of no concern to Britain to which state this 
territory is attached, but it is a matter for regret and anxiety 
in this country that such a dispute should continue to poison 
the relations between two members of the Commonwealth. 
It may stil] be hoped that India’s leaders wil] think again before 
finally turning down the good offices of an international 
organisation which can provide a fair and peaceful settlement 
without humiliation to either party. 


x * * 


Industrial Research 


The report of the Department of Scientific and Industrial 
Research for the financial year 1947-48 (this is yet another 
official report to take over a year to publish) also contains a 
review of the department’s work over the past decade. During 
the war the department was given certain specific tasks of 
which the most important was the organisation of the British 
end of atomic research. Since then it has resumed the function 
it has had since the first world war cf being the parent organisa- 
tion for the various government research projects and the 
patron of the work done by the research associations of indus- 
try. This has been accompanied by a considerable expansion in 
the activities of the department which, as can be seen from the 
accompanying chart, is reflected in the amount which it spends 
both on its own establishments and in grant: to industrial 
research associations. 


The report stresses the dilemma between long- and short- 
term research: it admits that “ the need to bring to the solu- 
tion of the economic and industrial problems of the country 


Intervention in Cuba? 


At the same time it must be stated that there are in 
the United States a great mass of adventurers ready for 
any kind of enterprise. American cities overflow 
with bold and audacious spirits. both native and emigrants 
from Europe, and the landward borders of the States 
nourish a population inured to all the perils of the chase, 
and eager for excitement. Such men will find an expedi- 
tion to Cuba pleasant and profitable. It will be delightful 
to many of the officers bred up at West Point to the trade 
of war, and having nothing but routine duties at home, 
to take service with the prospect of making a fortune in 
Cuba. That there are many such persons in the States 
eager for military renown, and for the wealth and con- 
sideration it generally bestows—and that there is a great 
multitude ready for any baccaneering expedition, which 
promises them excitement and plunder—is well known ; 
and for such persons to engage in an expedition to Cuba, 
is . . . what might be expected . . . While we count, 
therefore, on the United States Government stopping, as 
far as it can, all military expeditions to aid the Cubans, 
suppose them to attempt a revolt, we also count on their 
receiving from the American people, in spite of all the 
vigilance of the Government, ample assistance in men and 
arms, and perhaps even assistance in money. The ques- 
tion does not concern the policy or ambition of govern- 
ments ; it is a quarrel between a government and a ple, 


and the connection between the Americans and the Cubans 


will gain for the latter all the help the former can give: 


The Economist 
September 29, 1849 
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as speedily as possible al] the knowl and . , 

science can contribute, has led to the deflection ares Whi 
the development of extended programmes of 4; 
research... .” This is a difficult problem to which — 
no obvious answer. One of Britain’s greatest industria] : 
has been a high standard of fundamental research a 
paid high economic dividends—no better instance ae 
found than the aircraft and aero engine induseriesicaag t 
would be extremely dangerous to neglect it. . 


What has always been less good in Britain has been the 
lag between pure research and its industrial applicati 
development stage between the laboratory and the work bench, 
The Government has attempted to improve the situation 
the creation of a National Research Development Corpor oy 
but the problem is fundamentally one of economic ae 
and will be solved only when industry becomes more com- 
petitive and more anxious to draw on new ideas. 





What is least satisfactory about the report is first a tacit 
assumption that more men and more money mean better 
scientific research, and, second, the readiness of the Govern- 
ment to dissipate the available effort by starting new scientific 
hares. This can perhaps be ascribed to the fact that the evolu- 
tion of scientific research policy is in the hands of a bewilder- 
ing proliferation of committees—by no means all under the 
aegis of the DSIR—which appear to be co-ordinated only 
by the fact that they are mostly, but not all, responsible to the 
Lord President of the Council. 


x * x 


Housing Act in Action 


The 1949 Housing Act received the Royal Assent in July, 
and the Minister of Health has now sent out a circular 10 
local authorities dealing in particular with the two most con- 
troversial parts of this Act. These are, first, the new powers 
of local authorities to build large and more expensive houses 
“for the formation of a balanced community,” and, second, the 
new grants available both for local authorities and private land- 


lords for making improvements to houses at the expense of 
the Exchequer. 


The first power arises from the deletion of the phrase 
“working class” from the Housing Acts. Local authorities 
may now build for the poor and the not-so-rich alike: the size 
of the larger houses can be up to 1,500 sq. ft., or in special 
circumstances even larger, compared to the present standard 
Council house of some 1,000 sq. ft. Local authorities are 
explicity left free to fix the rent of these new houses as they 
think fit. Each house will get the standard grant of £22 4 
house for 60 years; the benefit of the subsidy need not be 
passed on to the occupier, but can be spread over those tenants 
whose financial needs may be greater. It is not yet possible to 
tell how local authorities will react to the new possibilities, 
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© Which but the difficulties found on one London county estate in filling 
a small number of houses of rather better quality offered at 
something near their economic rents suggests that the first 


efforts have been helped enormously by the country’s concern 
with the high cost and scarcity of coal, which has led to much 
research into methods of coal utilisation. ‘This has resulted 


Silke Ereitepe 


tenants may not be easy to find. 


On the second point of conversion grants, the crux of the 
matter is the proper allocation of resources between building 
new houses and improving old ones. Private landlords and 
owner-occupiers will obviously be very tempted by the chance 
to get half the cost of improving their property out of the tax- 
payer’s pocket, and the Ministry of Health has warned local 
authorities to take care that these demands do not adversely 
affect their own programmes for new houses. They have been 
told that the building programme must continue to be directed 
to giving houses to those families who still have no homes of 


intentionally in the better use of by-products and a wider use 
of gas, electricity and smokeless fuels: unintentionally it has 
also resulted in less smoke. Economic forces have for once 
joined the side of the angels. 


Because of this new concern with fuel economy, Lord Simon 
of Wythenshawe, in his presidential address to the conference, 
was able to make the optimistic forecast that after thirty years 
there would be no more domestic smoke, and that electricity in 
factories would have almost eliminated industrial smoke. For 
industry the change will depend upon the relative cost of 
electricity or oil and smoke-producing fuel. In the home it will 


ie their own. This is, no doubt, right, but this primary demand depend on the possibility of producing cheap and efficient 
will not exist for ever, and should be satisfied in the course systems of central heating, or on the production of a stove to 
: of next year. Is it not time for the Ministry of Health to burn bituminous coal smokelessly, or on a sharp fall in the costs 
in give some guidance about phase two of the housing programme, Of gas and electricity. The first two possibilities assume that 
for the time is approaching when every family wanting a most old houses will be replaced by new over the next thirty 
separate house will have got one and the replacement of old years, and that the improvements will be proved economical 
and condemned houses will have to begin? For some before many new houses are erected. i 





a been meeting in Harrogate to continue the good work. Their respectively. , ) 
better 
vern- § 
L the Edit 1] 
ri etters to the itor Hy 
t the C . Making allowance for journalistic licence, your readers might ai 
only Costs of Production reasonably infer that your statements rested on strong evidence, at 
0 the Sir,—In last week’s leading article in The Economist, you Yet the evidence, which you yourself printed in The Economist 7 
state that “average British costs of production (as most of September 17th, does not support the dogmatic vigour of ' 
relevantly measured by the price level of British exports) have —_ your statements. The Research and Planning Division of ECE Pau 
been rising, with scarcely any interruption, ever since the have attempted to estimate Labour Costs in industry per unit peas 
beginning of the war. They are still rising, and the number _of output in terms of US dollars, for several European countries Pia 
of wage-claims already proffered make it clear that they will and the United States. Between 1946 and the first quarter of 3 
go on rising.” 1949 the United Kingdom index rose from 155 to 158 fad 
July, This gives the impression that the price inflation of the war —_— (1936-38 = 100) while the US index rose from 171 to 210. These ia 
ir 10 and immediate postwar years is still continuing unabated. The _ figures are, as ECE frankly admit, subject to considerable error, pe a9 
con- facts do not bear this out. The official index number of export and it may be that changes of weights from prewar to postwar ©: aa 
wers prices shows no upward movement whatever between January = (which should, of course, be done for all countries together, 1) 
wuses and July of this year, and a rise of only three points between and not merely for the United Kingdom) might make the ane 
, the July, 1948, and July, 1949. British costs appear in a less favourable light. Ei } | 
=a No one disputes the urgent importance of preventing a price It is less likely that changes in weights would alter the direc- at i i 
cof rise from negativing the effects of devaluation. But there is no tion of the movement of the index numbers: thus the ECE eet il 
point in making the task seem harder than it really is by giving figures already published suggest rather strongly that over the eri 
wrase the false impression that we are even now in the middle of a _ past three years British labour costs have been falling relative to bey 
ities serious price inflation—Yours faithfully, those of America. It is interesting also to note that for Belgium, ze i 
size C. A. R. CrosLanp a country often held up as an example to “rigid” and “ dis- Hy 
cial Trinity College, Oxford torted ” ag the gore of labour yo on from 232 9 ieee ; 
fard : sei to 299 in 1948, ie., ur costs um compared wi f 
are wee pee tale eeee Sones, hed ae ee ert prewar were nearly one-and-a-half times as high as in Britain. 
hey In short, the tenor of your articles suggests a graver distortion : 
2 a of the facts than the distortions of the British economy to which i 
be Wage Chaos you draw your readers’ attention from time to time.—Yours : 
ants Sir,x—Taken together your two articles of September 24th, _ faithfully, G. D. N. Worswick 
to ; “Defeat or Opportunity ” and “ Wage Chaos” strongly suggest Magdalen College, Oxford } 
ies, } that excessively high. and rising British labour costs made . i 
Bias ; devaluation inevitable, and you go on to criticise the British {The ECE oA wa disowned by the Central J 
course % 
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authorities the time for working out this second phase must 
be very near. 
* * * 

No More Fogs 

The reputation of the London fog is world-wide. The 
disappointment of overseas visitors in meeting only an insub- 
stantial shadow of it, and that only once or twice in a winter, 
is a tribute to the popularity of gas and electricity and to the 
efforts of the anti-smoke enthusiasts. Dickens would be amazed 
to find a “ London partickler” so rare and Sherlock Holmes 
would discover his Baker Street stripped of its mystery. For 
the last three days the National Smoke Abatement Society have 


trade unions. ~ 


Thirty years may be an over-sanguine estimate. But there 
is now available a weighty body of factual information on how 
to economise in fuel consumption and reduce smoke. Much 
still needs to be done to make these methods cheaper, but 
equally there is much to be done to make the existing 
techniques more widely known. 


* 
Correction 
In the issue of September 3rd (page 493) the percentage of 
income from parliamentary grants received by Oxford and 


Cambridge Universities was given as 17.3 and 23.4 per cent. 
These figures should have read as 48.1 per cent and 45 per cent 
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taken by the Interim Index of Industrial Production. It is obvious 
that if production indices, comparable in structure, and all 
using postwar weights, were available, the results of a comparison 
would be different.—Eprror.]} 


Sir,—Surely there are only two ways to produce economic 
order out of wage chaos? The first is a really effective 
disinflation, strong enough to break the inflationary bargaining 
power of the trade unions and other pressure groups. This 
implies creating considerable unemployment, and which 
political party is willing to go to the electorate with such a 
policy or, indeed, could peacefully put it into effect? All 
three major parties are now committed to a policy of a high 
and stable level of employment. 

The second way is the theoretical Socialist one of adminis- 
tered wage levels. This implies an abrogation of collective 
bargaining rights on the part of the trade unions, and, though 
the Jeaders may be partly won over (provided, perhaps, that 
administration is disguised as an Arbitration Tribunal), the 
rank and file will in the long run demand a price of full- 
blooded socialisation and control of all personal incomes, not 
merely of the organised workers’ wages alone, in order that 
their sense of justice may be satisfied. 

Neither strong disinflation nor strong control seems on the 
political cards at the moment, so we may look forward to 
continuing wage chaos. But there are worse things.—Yours 
faithfully. Joun WHITESIDE 

Victoria Hotel, Rickmansworth, Herts 


Defeat or Opportunity ? 


Sir,—You stated in The Economist of last week “ There is 
no need to abandon the welfare state, but only to base it on 
realism, both in respect of what can be afforded and of the 
way in which human beings act when offered something for 
nothing.” The implication is that the population of the United 
Kingdom is getting something for nothing. What occurs is that 


Books and 


Sidney and Beatrice 


“The Webbs and their Work.’’ Essays edited by Margaret Cole. 
Frederick Muller. 301 pages. 15s. 


“ SOMETHING different from the ordinary run of collective 
evlogies which appear after the death of eminent persons ”"— 
such is Mrs. Cole’s description of this admirably balanced 
and many-sided collection of essays; and she adds “ The 
Webbs can be portrayed now as they really were, with the 
blemishes and errors of judgment from which no human 
creature is immune.” To portray anyone “as he really was ” 
is of course a work of biographical gensus, and with all due 
respect to the extremely able, well-informed and even (in some 
cases) entertaining contributors to this volume, none of them 
is that ; not even Bernard Shaw, who provides a lively question- 
and-answer sketch of the Webbs’ early days and insinuates 
with goatish complacency that Beatrice would have found 
him irresistible had he chosen. Each of the various facets of 
their joint work is treated wherever possible by those who 
actually shared it; of the eighteen contributors, Mr Edward 
Pease writes of the Fabian Society, Lord Beveridge of the 
Lendon School of Economics, Mr S. K. Ratcliffe of the New 
Statesman, Mr J. S. Middleton of the Labour Party, Professor 
G. D. H. Cole and Mr Leonard Woolf write on “ Beatrice 
Webb as an Economist” and “ Political Thought and the 
Webbs ” respectively, Mrs Barbara Drake deals with the final 
illuminating surrender to Soviet communism, while more 
personal reminiscences come from Mr F. W. Galton, Mr Jack 
Lawson, MP, and (a delightful job) Mr Kingsley Martin. 


The composite portrait which emerges is impressive—and 
depressing. The Webbs were invaluable ; as tireless i!lumina- 





THE ECONOMIST, Ocober 1, 949 


cach employed citizen makes a direct contribution qo the 
National Insurance Scheme (or should do so) in addition te 
meeting an unusually heavy burden of persona] taxation, 
can be no question of being “ offered something for ino » 

What is clear is that visitors from overseas are able to claim 
every health benefit without making any payment whatsoever 
Further, an alien employed within Great Britain, as long as e 
is paid from sources arising outside, is not called Upon to 
pay a National Insurance contribution in certain circumstances, 

In other words we draw upon the Health Scheme as a sight 
whilst allowing other nationals (and this is where we lose sight 
of realism) rich or poor, the privilege of “ full membership,” 
And this privilege is not inspired by any measure of reciprocity 
arranged with other countries.—Yours faithfully, 

30 Gordon Street, W.C.1 Coin A. PErry 


Anticipation Factor Index 


Sir,—Is the word “new,” which you apply to Moody's 
Anticipation Factor Index, quite fair to my Confidence Ip- 
dicator? This was invented in November, 1946, when | 
wanted to “ dedaltonise the indices”; the formula is 

100,000 
F.T. Fixed Interest Index x F.T. Ordinary Yield 
and I have computed and published it weekly ever since. This 
is effectively the same formula as Moody’s employ, except that 
the Financial Times Fixed Interest Index has been substituted 
for Consols 2} per cent. 


I find it hard to believe that others had not taken similar 
steps before 1946 and made a full examination of the uses 
and forecasung powers of the ratio bond yield: equity yield, 
I should be interested to hear of any such work, if any of your 
readers can tell me of any, published or unpublished.—yYours 
faithfully, A. G. ELLINGER 

36 Regent Street, Cambridge 


Publications 


tors of dark places, as contributors, both directly and indirectly, 
to the sum of human knowledge, as documentors of the social 
conscience, as dynamically fertile devisers of new social organs, 
as examples of what entire devotion, selfless industry, and 
integrity of mind can accomplish. It is almost impossible to 
imagine the contemporary scene without those elements which 
it owes to their partnership. As Professor Trevelyan has 
remarked in reviewing a recent work on the Utilitarians, there 
are men who make a noise and men who make a difference. 
The Webbs made a difference—Bentham himself hardly made 
more ; and the difference was in the right direction. 

But what a price they paid (Sidney without noticing it, 
Beatrice with some struggles) for their undoubted achieve- 
ment ; what a lamentably stunted, overspecialised, dehuman- 
ised, myopic and unbeautiful existence was theirs, and how 
remote their ideal of administrative order and efficiency from 
the Civitas Humana! They were, of course, Puritans, with a 
proper contempt for, or mere blank indifference to, fleshly or 
aesthetic enjoyments. Their attitude towards the arts was that 
of a scientific dietician, unprovided with a palate, towards 4 
vintage wine, or of a colourblind sanitary engineer to a medieval 
rose-window ; their attitude towards the life of sentiment and 
passion is summed up in Beatrice’s repulsive: remark that 
“ Marriage is the wastepaper basket of the emotions.” But 
unlike the Puritans of an older day, they included in the area 
of contempt and indifference not merely art and the life of 
the senses but philosophy and the life of the spirit. (Beatrice, 
it is here revealed, habitually prayed ; but as a prophylactic 
measure.) No doubt, had they been less hopelessly lopsided 
human beings, they would have accomplished less, But the 
society which they did so much to shape might, under different 
leadership, have accomplished more. 
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Local Government in England : 


“ Problems of Local Government in England and Wales.”” By Frank 

Jessup. Cambridge University Press. 134 pages. 3s. 6d 
Tus is a valuable and stimulating little book. Like most 
writers on this theme, Mr Jessup is alarmed at the whittling 
away of local independence and discretion by a central 
Government which supposes itself omniscient and knows itself 
omnipotent. The author admits the advantages of central 
control and he poses the problem fairly. 


Complete social justice can be obtained only at the price of 
the complete exclusion of diversity and of local initiative and 
discretion. There is no escaping the dilemma. Some men— 
benevolent autocrats and extremist planners amongst them— 
would regard social justice as worth the sacrifice of self-govern- 
ment ; others would be content with a comparatively rough-and- 
ready justice (and can any form of human justice be anything 
more ?) if men could be left more freedom to work out their own 
destinies, to achieve their own triumphs—and two make their 
own mistakes. 

There can be littke doubt which alternative the democrat 
will favour when once he has seen the problem. Mr Jessup’s 
remedy for checking the encroachments of the central Govern- 
ment is to establish an independent administrative tribunal 
which would arbitrate on matters in dispute between a local 
authority and a Government department. For instance, a local 
authority whose Exchequer grant was cut on grounds of 
extravagance or incompetence would be free to appeal to the 
tribunal. The kind of central dictation which Mr Jessup seeks 
to prevent is that authorised by the Education Act, 1944, 
under which in any matter left to the discretion of a local 
education authority, the Minister may, if he thinks it reason- 
able, substitute his discretion for theirs. Why should the 
Minister be the sole judge of what is reasonable on issues 
which have been specifically left to local discretion? Why 
should large and responsible public corporations like Man- 
chester or Birmingham be treated more cavalierly than any 
private academy (for which rights of appeal are provided) ? 
It is on such matters, thinks Mr Jessup, that an independent 
tribunal could hold the scales of justice and common sense. 


The author’s proposal is interesting and attractive. Its 
danger is that it might further clog the wheels of govern- 
ment ; its weakness lies in its political improbability. It is 
Strange that Mr Jessup does not once consider the direct 
and obvious remedy—that of circumscribing the powers of 
Government departments by Parliamentary statute. But this 
omission on the part of the author is also significant. Parlia- 
ment has been so weakened by transfusions of blood to the 
executive that no early cure is possible. 


Middle East Future 


“In Search of a Future: Salvation for the Middle East.” By 

Maurice Hindus. Gollancz. 270 pages. 12s. 6d. 
Mr Maurice Hinpvus, who was born a Russian but is now an 
American citizen, deservedly earned great sales for his books 
on peasant life in che Middle East. He is handicapped in Iran 
and the Arab states by the problem of language. He cannot 
chat, as was possible in Russia, except through interpreters 
or with educated men. But he has read widely, used his eyes 
and listened to a wealth of local opinions. As a result, he has 
teached the conclusion that without land reform there is no 
salvation for the Middle East. “Either the landlords sell 
their surplus lands (over 100 acres) and go on leading their 
happy lives,” says one of his Egyptian friends, “or they run 
the risk of ultimately losing not only their lands but also their 
heads.” The operative word is this remark “ultimately.” 
Mr Hindus is too experienced to be swept by such thinking 
into the belief that Egypt’s or anyone else’s 1789 is just round 
the corner. 

His technique, as a writer, is to prove his point by a series 
of snapshots rather than by any topical arrangement of what 
he saw and heard. He has written, therefore, for the ordinary 
reader, not the scholar. The latter, unless he has marked 
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the page, will rustle interminably through the jumble of 
evidence for the item he can remember, but cannot find again 
(the book has no index). But, somewhere about, the facts are 
all there: that a society which remains immensely feudal is at 
the same time perversely democratic ; that peasants do not 
readily dodge or defy the custom of voting as the landlord says ; 
that nepotism, not merit, governs nearly all official appoint- 
ments ; that the great majority of the population of Iran, Iraq 
and Egypt is barely aware of the outside world ; that disease 
retards their awakening ; that the only way out of the political 
stagnation wrought by so-called democracy is through dictator- 
ship or through a Communist revolution that must “ inevitably 
bind itself to the will and the power of Moscow.” 


The weak point in the book is its relation of the chapters 
on Israel to the rest. Israel, argues Mr Hindus, provides the 
blue print for the development of the rest of the Middle East. 
Here he becomes glib and departs from reality. For he never 
mentions the fundamental psychological differences between 
the hustling Israeli and the dilatory, fatalistic Moslem, or the 
fundamental! practical differences between an agriculture born 
of the Jew’s welcome to an immense foreign investment and 
an agriculture which will accept foreign money only on its 
own narrow, feudalist terms. But despite many missing links 
the book is worth reading for its picture of life in Iran, Iraq 
and Egypt. And it is worth remembering for the lesson it 
preaches at the Pasha in his limousine. 


The Bear’s Yoke 


“ Rumania under the Soviet Yoke.’’ By Reuben H. Markham. 
Boston: Meador Publishing Company, 1949. 601 pages. $4.00. 
Tue dust-cover of this book portrays the Russian bear in the 
act of savaging a defenceless peasant maiden, Rumania. This 
picture gives the essential spirit of Mr Markham’s book. It 
is highly coloured journalism rather than sober history. Its 
purpose is to show the evil results of Russian domination of 
Rumania. To this task Mr Markham brings many years of 
experience in Balkan countries, both as missionary and 
journalist, a powerful hatred of communism and the unusual 
advantage of having visited Rumania since the war. 


The book gives an account of the Rumanian people, the 
Rumanian Motherland, some aspects of Rumanian politics 
both before and during the late war, and describes how the 
Communists seized power and gradually gained control over 
the whole country after the war. The picture is drawn in the 
broadest outlines, and the author’s generalisations are very 
sweeping and sometimes misleading. Rumania’s history in the 
immediate prewar years and during the war—and particularly 
Maniu’s part in it—are viewed by Mr Markham in a very rosy 
light, and his hatred of the Communist regime makes him 
inclined to gloss over, and even defend, many notorious evils 
in prewar Rumania. This hatred, which can be felt as an 
intense emotion and inspires the whole book, tends to weaken 
the force of his indictment as it leads to exaggerations, omissions 
and partiality which detract from the value of an otherwise 
useful book. 


B.Sc. ECON. LONDON UNIVERSITY 


@ The B.Sc. Econ. Degree of the University of London 
may advantageously be taken by men or women seeking 
or holding government or municipal posts, or executive 
appointments in commerce or industry, 

Study for the Degree, which may be taken without 
residence at the University or attendance at lectures, 


covers a course of wide and interesting reading. U.C.C., 
founded 1887, prepares students by post. The College 
is an Educational Trust, not conducted primarily as a 
profit-making concern. Highly qualified Tutors. Moder- 
ate fees ; instalments if desired. 


@ PROSPECTUS, giving full particulars, from the Registrar, 


UNIVERSITY CORRESPONDENCE COLLEGE 


60 BURLINGTON HOUSE, CAMBRIDGE 
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AMERICAN SURVEY 





Tariff Perils 


(From A Special Correspondent) 


MERICAN interest in Britain’s economic plight and 
A the remedy of devaluation has been so intense that 
little attention has been spared for the renewal of the Trade 
Agreements Act by Congress. The crisis in the Senate arose 
and was surmounted while echoes of the Washington talks 
still filled the metropolitan press. On the following Monday, 
the devaluation of the pound dominated the news and 
editorial pages. Americans who had laid bets that Britain 
would, or would not, take the hurdie, made the appropriate 
adjustments. Those who had been baffled by the contrast 
between the joint communique and the Cripptic smile felt 
even more baffled, and the usual suspicion was voiced in 
Chicago that Uncle Sam had been diddled again. Few noted 
that the renewal of the Trade Agreements Act was an 
essential concomitant of the Chancellor’s move to spur 
British exporters to more aggressive efforts to earn dollars. 

This curious lapse can be explained, in part, by the tradi- 
tion which says that tariffs in the United States are subjects 
for propaganda, but not for conversation. Aside from the 
hoary legend that they protect “infant industries,” few 
Americans understand just what they do or how they do it. 
In their present form they are complex and many-layered, and 
bristle with technical difficulties. In addition, they are crusted 
with prejudice, historic folk tales, special interests, and care- 
fully nurtured ignorance, and the deposits create heat while 
they blanket light. It is not surprising that the American 
disinclination to discuss the tariff at home should be 
paralleled abroad by a belief that it constitutes a wall against 
which it is useless for would-be importers to struggle. 


* 


That belief owes most of its strength to Messrs Fordney, 
McCumber, Smoot and Hawley. most of whom are now dead, 
and none of whom now directs American foreign policy. It 
lost its validity fifteen years ago, when Mr Hull, then Secre- 
tary of State, invented the trade agreements formula as a 
means of getting round the wall those gentlemen had erected, 
Since then, the Act has always been renewed, though never 
without a struggle. Its renewal in 1949 gives notice that in 
spite of the present slight business recession in the United 
States, the country’s latent protectionism is still held in 
check by its new interest in international matters. The Presi- 
dent has for another two years the power to make adjust- 
ments in rates after international negotiation. Moreover, 
the bars against imports are a little less sturdy than they 
were last year, in that the “ peril-point ” provisions inserted 
by the Republican Congress have now been discarded. 
This amendment required the Tariff Commission to 
set “peril points” beyond which it considered conces- 
sions were likely to injure American producers. The Presi- 
dent might disregard the Commission’s warnings, but would 
have to explain to Congress his reasons for doing so. 

Any attempt to assess the present tariff situation and to 
Measure its real, as opposed to its imagined, hazards for 


would-be importers must start with the fact that for more 
than a decade the American tariff has been coming down; 
duties are, on the average, well below those of the low-tariff 
Underwood Act of 1913. (In 1947 the average rate of duty 
stood at a little over 1§ per cent on dutiable imports as 
against about 27 per cent under the 1913 Act.) The 
American record compares well with that of other countries 
if critics take into effect all types of governmental obstacles 
to trade, including currency allotments and quantitative 
restrictions. Contrary to common belief, the American 
market can be said to rank as one of the most accessible in 
the world. This is chiefly because quantitative restriction 
of imports is a device little used in the United States but 
popular in countries more concerned with their balance of 
payment position. 

But this accessibility of the American market under present 
world conditions is only relative. Averages are always a some- 
what misleading measure of progress. Many foreign pro- 
ducts which might be a source of greater dollar earnings are 
still subject to rates of duty which unquestionably restrict 
their sale in the United States. The ad valorem equivalents 
of the rates in effect in 1948 on woollen and worsted fabrics, 
for example, ranged from nearly 40 to more than 77 per 
cent of the rates in 1939, and those on wool hosiery from 
32 to 47 per cent. Those on wool pile fabrics were 56 per 
cent, on silk nets and nettings 45 per cent, those on table 
and kitchen earthenware 35 to 60 per cent, and on bone china 
ware 35 per cent, of the rates in 1939. 


Nor does a comparison of the average rates now in force 
with those of 1913 take into account the effect of changes 
which have taken place in underlying conditions. Both the 
efficiency and diversity of American production have in- 
creased notably since 1913. Apart from the handicaps created 
by the tariff, foreign exporters will face domestic competi- 
tion far more severe than that which they used to encounter, 
and under these circumstances the artificial handicap of the 
tariff takes on added importance. 


* 


The American tariff is lower on the average than it was 
in 1913, but it ought to be much lower, in the national in- 
terest of the United States as well as of the countries with 
which it trades. Foreign critics are prone to insist that it 
ought to be Jowered unilaterally, and they give as reasons the 
creditor position of the United States (reversed since 1913), 
the dollar shortage, and the heavy American export surplus 
which, they say, render unnecessary the equivalent conces- 
sions by foreign countries that are required under the Ameri- 
can Trade Agreements Act. This argument is usually 
directed toward relieving the dollar shortage, but there 1s 
little else to be said for it. Under the arrangements agreed 
to by the United States, countries short of dollars are pet 
mitted to impose quantitative restrictions on imports if these 
are needed for balance-of-payment reasons. The United 
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States, on the other hand, is in no difficulties of the kind 
envisaged by the “escape” provisions. Therefore, it can- 
not avail itself of this privilege. 

The practical result is that, as long as other countries lack 
foreign exchange for supplying their import needs, foreign 
tariff cuts can be made meaningless by balance-of-payment 
restrictions, whereupon American tariff reductions become 
in fact unilateral. Apart from disarming Congressional 
critics, the chief value of foreign cuts, and it is a great 
value in the long run, is that they keep protectionist forces 
under control. They help to ensure that goods from the 
United States and other countries, now kept out for balance- 
of-payment reasons, will not be excluded for protectionist 
reasons when equilibrium in international sil and pay- 
ments is eventually restored. 

A further aspect of the American tariff which has received 
unflattering attention from would-be importers is the way 
it is administered. One hears much of the method of deter- 
mining dutiable value, the enforcement of regulations aimed 
at preventing the sale of deleterious foods and drugs, the 
hardships caused for exporters of articles with fringes (such 
as rugs) which must pay the same heavy duty as lace. That 
there is ample room for improvement in the administrative 
provisions of the laws affecting imports, almost every traveller 
can attest. But the American system is not unique in this 
respect, and its laws and practices will stand comparison 
with those of most countries. Moreover, if all procedures 
could be reformed and all customs inspectors provided with 
wings and haloes, the ability of foreign exporters to earn 
dollars would not increase half as much as it would if substan- 
tial cuts were made in tariffs on selected foreign products. 
It is the ability to accomplish this latter reform through in- 
ternational negotiation and executive action which renders the 
renewal of the Trade Agreements Act so important to coun- 
tries wishing to send more goods into the American market. 

The promises and the perils of the American market are, 
it must be remembered, created by two sets of forces. The 
tariff is a creation of the government, and the government 
can and should reduce its severity. The rise in productive 
efficiency, the increased sharpness of competition, the swings 
in the dynamic American economy which seem so fearsome 
to eyes equipped with Socialist spectacles, are mainly attri- 
butable to that complex of commerce, finance and business 
known as private enterprise. The two have their separate 
effects on the dollar shortage. But it is in their interaction 
on each other that the real danger still lies. In spite of the 
work done under the Trade Agreements Act, since Mr Hull 
first invented this ameliorating technique, the protectionist 
spirit in the United States is by no means dead. This year 
the Act was renewed, in the Senate, by a vote of 61 to 19, 
which looks safe. But the “ peril point” provision was kept 
out by a vote of 43 to 38, which gives a fairer picture of the 
relative strengths of protectionism and internationalism to- 
day. That is the sombre side of the picture. It must not be 
over-emphasised, but it cannot be overlooked. 


State Fair 


[FROM OUR AMERICAN STAFF] 


With September torn off the calendar, tents are being folded at 
state fair grounds after another thoroughly successful season. 
The beginnings of the agricultural fair in America go back to 
the early years of the Republic, when gentleman farmers 
along the Atlantic seaboard, aware of developments in the 
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agricultural revolution in Britain—often, as in the case of 
George Washington, through e with that walk- 


ing “ Encyclopedia Britannica” Arthur Young—decided to 
imitate the private shows of such advanced agriculturists as 
the Duke of Bedford and Thomas Coke of Holkham. Their 
interest in farming was part of the philosophical curiosity of 
the age; its intellectual and literary flavour is suggested by 
the offer, in 1791, by the Philadelphia Society for Promoting 
Agriculture, of 
A gold medal for the best essay, the result of experience, 

on the breeding, feeding and management of cattle for the 

purpose of rendering them most profitable for the dairy, 

and for beef, and most docile and useful for draught. 
Similarly, the gatherings of the gentry at George Washington 
Parke Custis’s sheep shearings at Arlington, which began in 
1803, offered the great landed proprietors of the middle 
states a chance to compare the qualities of the wool—on 
which the duty rose from 5 per cent in 1789 to 35 per cent 
in 1812. 


* 


Sheep were the basis of the first fairs that were within 
the reach of the ordinary dirt farmer. During the Merino 
boom, when Spanish proprietors, harried by the approach of 
Napoleon, suddenly became willing to sell the precious herds 
of which they had a monopoly, Elkanah Watson exhibited a 
pair of Merinos in the public square of Pittsfield, Massachu- 
setts, and reached the conclusion: “ If two animals are cap- 
able of exciting so much attention, what would be the effect 
on a larger scale and with larger animals ?” 


As a result of his inspiration, the Berkshire Cattle Show 
opened in 1811 ; its main features are common to agricultural 
fairs to this day. | Four marshals and the sheriff, on grey 
horses, led a half-mile-long procession announced by a band, 
featuring sixty yoke of oxen drawing a plough held by the 
oldest men in the county, a stage coach piled with American 
manufactures, groups of mechanics with appropriate flags 
and wheat-sheaf cockades in their hats ; once arrived at the 
fair grounds, festivities opened with “an animated pastoral 
prayer ” and closed with an equally animated pastoral ball. 


At the 2,200 community, county and state fairs held all over 
the United States in 1949, with an attendance, it is alleged, 
greater than at any other public gatherings, the pattern is 
much the same. True, the motifs have been modernised ; 
instead of Mr Watson’s procession of oxen, this summer’s 
Washington State Fair was advertised by Geronimo, the 
Parachuting Sheep, who descended in a series of perfect four- 
point landings, and was busily agraze before the air was out 
of his chute. Similarly, the 1948 Iowa State Fair introduced 
fair-goers to the Atomic Age by means of a radioactive calf. 
The calf had been injected with Carbon 14, which concen- 
trates in the thyroid. Fair-goers were equipped with Geiger 
counters, and encouraged to explore the calf’s anatomy until 
rewarded with a click. 

The combination of education and a good time, which 
makes people want to go to fairs and state legislators willing 
to supplement gate-receipts and entry-fees, is apparent from 


**AMERICAN SURVEY ” is drawn from three 
sources. Articles described as ‘‘From Our American 
Staff ’’ are the work of a small group of regular 
correspondents, resident in the United States. 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘From a Correspondent in Ohio"’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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the arrangement of the average fair-grounds. Most states 
have purchased and equipped permanent grounds for the 
state fair, with permanent buildings, supplemented by canvas 
i ° tents, to house the major exhibits, livestock, poultry, farm 
i machinery, and produce ; the latter includes both field crops 

and garden vegetables and flowers, and examples of such 
household arts as preserving, baking, rug-making and 
embroidery. Around the permanent buildings are grouped 
the parking lots. Gone are the days when Father Agricola, 
after laying out the week’s work for the hired man and the 
womenfolk, departed importantly, by train, for the state fair. 
Now, the whole family rises really early and, in sputtering 
jalopy or sleek saloon, burns up the miles together. 


Once arrived, however, a centrifugal tendency is noticeable. 
The older members of the family are drawn towards the per- 
manent buildings: Pa wants to take a look at the new corn 
picker, Ma wants to see who won the preserving prize. 
Meanwhile, the youngsters have made a bee-line for the 
“ Midway,” the amusement area that bisects the grounds, 
with booths containing the bearded lady, the man who 
swallows flaming swords, the “ Step-Up-and-Try-Your- 
Luck” concessions. There, if unrestrained, they lavish 
their substance on both the roundabouts and the swings, 
preferably waiting until after those gorge-raising experiences 
to sample the diaphanous wads of pink spun sugar on sticks, 
sold next to the hot-dog-with-mustard stands. 


But two events are likely to pull everybody together again. 
One is the show organised by the “ 4H Clubs.” The leaders 
of these clubs, provided by the agricultural extension service, 
supervise local projects in which farm boys and girls raise 
calves or pigs or chickens, make furniture, preserve or sew 
or bake according to choice, keep books on their costs, and 
learn to judge the results. Competing up the scale from 
community to county to state fair, the winners of the 4H 
projects bring with them an admiring throng of neighbours 
and relatives. For days before a contest, the boy or girl with 
a dairy heifer or a beef steer to show becomes the operator 
of a bovine beauty parlour, constantly buzzing over the animal 
with electric clippers, hand-currying its hide, sandpapering 
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7): and oiling horns and hoofs, plaiting the tail to give a 
ir : Marcelled effect in the ring. When that calf is shown in the 
| centre ring, all the folks will be there. 

H The other unifying attraction is likely to be the racing, 
Hi which began very early at agricultural fairs, whether harness 
Ve racing with slender sulkies manceuvered by slanting drivers 


at the turns, or flat racing with jockeys monkey-crouched in 
their saddles. In the eighteen-forties, it was viewed with mis- 
giving by puritans who wondered whether in all conscience 
racing could be regarded as educational. Some tried to 
rationalise it: wasn’t speed in a horse an agricultural asset 
comparable to milk in a cow? Others accepted the facts as 
stated in 1869 by the humorist Josh Billings: 


There was two yoke ov oxens on the ground, beside sevral 
yokes ov sheep and a pile ov carrots, and some worsted work, 
but they didn’t seem to attrakt enny simpathy. The people 
hanker fur pure agrikultural hoss trots. 


Latterly, that hankering has been fully satisfied—charging 

: admission to the races is one of the best ways to keep a fair 
out of the red—and, as the internal combustion engine has 

replaced the horse, city-made sounds have partially drowned 

out the whinnies in the centre ring. The farmer who 

attended the Michigan State Fair’s Centennial Celebration 

; this September may have come to compare the merits of the 

; various kinds of hybrid maize. But the roadside posters that 

i urged his attendance emphasised three features remote from 
Bi ss Michigan farming: Rodeo ; Auto Races ; Bob Hope. 
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American Notes 
Arms and the Bomb 


The news of Russia’s success in producing an atomic 
explosion—if not an atomic bomb—was received calmly though 
it may stiffen the House in its dispute with the Sennes 
the speeding of a 70-group Air Force, and make jt oan 
persuade Congress to allow atomic information to be non 
with Canada and Britain. But for all the calm it seems like! 
to have a catalytic effect in Congress somewhat similar to nd 
Russian moves which last year contributed so greatly to the 
passage of the Marshall plan and the formulation of the Atlantic 
Pact. The timing of the announcement—if it was made with 
one eye on Congress—has already helped to persuade the House 
conferees to abandon their hopes of halving the funds for 
military assistance to Eurepe and to accept the totals voted by 
55 to 24, in the Senate. They have, however, accepted ~ ed 
the Senate cuts in this year’s appropriation for European 
recovery, and have compromised on a token $110,000 for the 
controversial “ watch-dog ” committee. 

Anxious for an adjournment deferred often enough to make 
many hearts sick, the House in the end probably would have 
succumbed to the heavier and more accurately trained guns of 
the Senate, but the tussle would have been longer. The Bill 
passed by both Houses this week authorises $1 billion for the 
signatories of the Atlantic Pact, $211 million for Greece and 
Turkey (in addition to $50 million already authorised), $27.6 
million for Iran, Korea and the Philippines. and $75 million 
for the “general area” of China, which it is suspected the 
Administration—in which all discretion as to the spending of 
this fund is lodged—may use in Burma and Indo-China. Most 
of the cash ($400 million), and all the contract authority for 
the Pact Powers, will not be available, however, until the 
President is satisfied that a truly unified and effective defence 
plan has been worked out. 

The original cut made by the House was defended as a means 
of attaining the same end by making a second instalment of 
aid dependent upon satisfying Congress on this point; the 
final version leaves the decision to the President and eliminates 
the fear that, by next year, Congress might have undergone a 
change of heart. The Bill is only an authorisation ; the actual 
appropriation Bill is yet to come. But the Reconstruction 
Finance Corporation is empowered to advance $125 million 
to get the programme going. 


Iss 


* 

Except for the revison of the law on admitting Displaced 
Persons, this is likely to be the last as well as the most contro- 
versial international measure to come before the present session 
of Congress. The Administration, despite its inept beginning, 
has done better than it had any right to—or did, in fact— 
expect, both in terms of the funds granted and the votes 
secured. The attempts of Senator George and Senator 
Knowland to cut the European total, the chief threats in the 
Senate, were beaten back with 14 and 16 votes to spare. But 
there has been a perceptible strain, both on Senator 
Vandenberg’s health and his bi-partisanship, and the alienation 
of Senator George, a senior Democrat, is another casualty. In 
view of the need for the utmost co-operation from both parties 
on international economic problems, and the likelihood, if 
Europe is to be made strong enough to take the first brunt of 
any onslaught from the East, that the Administration will have 
to ask next year for more military aid, the victory may have 
been more costly than it appears. 


® * * 


UE Blows a Fuse 


The sparks which flew at the recent convention of the 
United Electrical Workers’ union left little doubt that the 
Communists, instead of trying to short-circuit the Congress of 
Industrial Organisations from within, are now ready to allow 
their connections with it to be cut at the annual convention 
which opens on October 31st. Not only did the UE re-elect 
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all three of the officers whose fellow-travelling hands have been 
on the union switches since 1941, but it also called down 
lightning on the head of Mr Murray for his “ traitorous ” con- 
duct of the steel wage negotiations and voted to withhold its 
dues unless the CIO ceased to attack the autonomy of its 
constituent unions. Since the CIO leaders have already 
threatened to expel any union which rejects such official 
policies as support for the Marshall Plan and boycott of the 
World Federation of Trades Unions, it seems inevitable that 
this uncompromising defiance will blow the fuses which link 
the CIO to its third largest affiliate. 

However, at the UE convention, one-third of the union’s 
400,000 members followed the dynamic anti-Communist lead 
of Mr James Carey ; many more would probably have done so 
if the work that, during the last few years, has made him so 
well-known in national and international labour affairs, had 
left him time to devote to those internal details which have 
been tended so profitably by his able left-wing opponents in the 
union. Mr. Carey’s supporters are expected to remain with 
him in the CIO and to form the nucleus of a new union. This 
example may also be followed by some at least of the local 
branches of the other ten pro-Communist unions which will 
probably accompany the electrical workers into red darkness. 
These are nearly all small unions, which have been subsidised 
by the CIO, and the wealthy electricians are likely to find them- 
selves paying the expenses of the trip. 

The UE also instructed its leaders to sign non-Communist 
affidavits, essential under the Taft-Hartley Act if the union is 
to participate in the local elections that decide who shall 
organise the workers in individual plants. The president of 


the UE, most conveniently, is not a party member ; in other 
left-wing unions, officials have got round this difficulty by 
ostentatiously resigning their membership in the party, a 
privilege not enjoyed by lesser Communist fry, while protesting 
their continued adherence to Communist principles. Without 
this readiness to pay signature-service to Taft-Hartley, the 
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dissident unions would have difficulty in fighting the raids by 
other unions which have already weakened them and which will 
be officially encouraged by the CIO, once schism has become 
a fact. Even if the threatened steel and automobile strikes do 
not materialise, the national economy is, therefore, likely to be 
irritated before long by a rash of labour disputes over union 
jurisdiction, 
* * . 


Point Four Tomorrow 


As a contribution toward relieving the dollar shortage, 
and raising the level of world trade, there is much to be said 
for putting under way as soon as possible the programme of 
technical co-operation and private investment known as Point 
Four. This is true even though no spectacular results are 
expected at once. (Point Four is so called because the proposal 
was the fourth put forward by Mr Truman in his Inaugural 
Address last January.) 

For Congressional consideration, the investment guarantees, 
which it is thought may speed the flow of American capital 
abroad, were split off from the plans to export American pro- 
duction techniques ; it was hoped that the banking committees 
might have time to deal with the first even though the foreign 
relations committees were too busy to deal with the second, 
In fact, the Senate Banking Committee has done its bit; it 
has approved the Bill empowering the Export-Import Bank 
to guarantee American investors abroad against inability 
to convert their proceeds into dollars and against the risk of 
expropriation and physical destruction due to war. No new 
appropriations were proposed, as the Bank has uncommitted 
funds totalling nearly $1 billion. The House Committee is 
expected to take similar action soon. Meanwhile the State 
Department is going forward with the investment treaties, 
which are also designed to give the American investor 
confidence, and is urging tax concessions for those who invest 
abroad. 
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Presidential pressure is now being exerted to clear the way 
for technical co-operation. At the hearings before the House 
Foreign Affairs Committee, Mr Webb, for the State Depart- 
ment, insisted that this was “an enlightened businesslike 
attempt to solve one of the most crucial problems of our age,” 
while Mr Thorp, Assistant Secretary for Economic Affairs, 
outlined what it was hoped to accomplish during the first 
year. An undeveloped country, for the purposes of Point Four, 
xs One whose per capita income in 1939 was less than $100 a 
year. Two-thirds of the world’s population live in such areas, 
and their average per capita income is $41. 

During the first year, about $85 million would be spent, 
but Congress is only being asked for $35 million of new money. 
The countries being aided will contribute about a third of the 
total, and the rest is to come from international agencies or 
other countries participating in the programme through the 
United Nations. This is a modest financial proposal, and Mr 
Truman believes, apparently, that it can be blown through 
Congress, at this eleventh hour, by the blast from the Russian 
atomic explosion. But so far the Committee—hardened, per- 
haps, by its exposure to so many “ crucial world problems ”— 
does not appear to have changed its view that, while some 
ground may be cleared this month, full consideration of so 
long-term a measure can well be deferred until Congress meets 
again in January. 

* * * 


America’s Achilles Heel 


The citizens of Washington, DC, are not likely to take 
seriously Mr Patman’s suggestion that the capital on the East 
Coast is too vulnerable in the atomic age, and should be moved 
inland beyond the Mississippi. But Seattle, Washington, has 
been rocked to its foundations by the discovery that the Air 
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Force considers the Pacific Northwest so open to bombing in the 


event of war with Russia that it has decided that its new B-47 
jet bombers must be built not in Seattle, but at the Boeing 
plant in Wichita, Kansas. Employment at the company’s 
Seattle plant might be cut from its present 26,000 to 10,000 ; 
ithe move would affect 150,000 people in Seattle alone. 


Satisfaction was at once demanded of Mr Symington, the 
Secretary for Air, cornered on his way to Alaska, but the 
most he could promise was some additional unspecified work, 
and the prospect that another plane, the B-52, still on paper, 
might be built in Seattle if Alaskan defences and the North- 
west radar screen were built up. 


The economic price to be paid by the Pacific Northwest 
for Alaska’s lagging defences may help to persuade Congress 
to authorise the necessary funds. Alaska has suffered from the 
concentration on Atlantic problems, but oddly enough, it is not 





THE ECONOMIST, Ociober 1, Joa 


guns, but houses, which are most urgent if Alaska is to Cease 
being what Governor Gruening calls America’s Achilles heel 
Alaska is, of course, a possible base for offensive action against 
an enemy only 54 miles away, but other offensive bases are 
closer to the vital targets. Alaska’s main defence function js 
to screen Canada and the northern United States, But when 
it was decided after the war to shift the military base from 
the Aleutians to the “heartland” around Fairbanks and 
Anchorage, the vast installations on the Aleutians became 
derelict. Around the three new airfields which are the core 
of Alaskan operations—for it is almost entirely an air theatre— 
there is an appalling scarcity of accommodation for men and 
material. Few men with experience of Alaska ever re-eniist, 
remembering the overcrowded, poorly heated barracks and the 
prohibitive cost of keeping a family there. 


The Military Public Works Bill, which contains $138 
million appropriation for construction in Alaska, is threatened 
by the economy hammer in Congress. But the Joint Chiefs 
of Staff, recently on a tour of inspection, sent an urgent 
request—“ the most urgent I have ever received,” according to 
Mr Johnson, the Secretary of Defence—for speedy approval 
of funds for Alaska, even if it means treating them as a separate 
item. Bad transportation, a short building season and sheer 
profiteering all contribute to the high cost of construction, but 
the first is the greatest obstacle. The Alaskan Highway is 
open all winter, but its capacity is very Kimited. Alaska is 
supplied almost entirely by sea, although none of its harbours 
is ideal, and none boasts an all-weather road into the interior, 
The Senate has shown itself sympathetic to the great vision of 
a railroad linking the United States and Canada with the 
Alaskan Railroad. But the cost—perhaps as much as $500 
million—makes it likely that less ambitious improvements in 
Alaskan transport will be tackled first. 


Shorter Notes 


Mr Carl Ilgenfritz, who earns $70,000 a year as a vice- 
president of the US Steel Corporation of Delaware, recently 
was Offered, and accepted, on one condition, the chairmanship 
of the Munitions Board. The condition was that he should 
contunue to receive his $70,000 salary from the stec] company, 
thus maintaining his pension rights, instead of the $14,000 
which was all Mr Truman could offer. Steel. managers are 
evidently interested as are steel workers in safeguarding the 
comforts of their old age. The Senate, however, 
while conceding Mr Ilgenfritz’s unusual fitness for the post, 
and his integrity, refused by 40-28 to confirm the appomtment, 
in the belief that to do so would set a precedent of allowing 
private companies, in peace-time, to subsidise government 
officials who might have to take decisions affecting those com- 
panies. The vote frustrated one more attempt to find a way 
of inducing highly skilled, and highly paid, men in private 
life to accept the heavy responsibilities and meagre rewards 
of government service. 

* 


The final word on the rebuilding of the White House was 
said at the beginning of August and the work is now to proceed 
rapidly after being discussed for nearly a year. The tradition- 
alists have won a handsome victory ; not only has the suggestion 
that money should be saved by constructing a completely new 
edifice been rejected, but the interior, which is to be entirely 
rebuilt, is 10 be restored to its Georgian simplicity. The 
cupids and reclining nudes, which were introduced under the 
influence of the French Renaissance in’ 1902, have been 62n- 
demned to the guillotine. The old brick kitchen, which 
survived the British flames in 1814, is now to become a radio 


room for Presidential fireside chats. 
* 


During the first half of this year over $9 billion was spent 
by business on new plants and equipment, rather more than 
the similar period of 1948. The total for the whole year will, 
however. be 7 per cent less than in 1948, if it does not exceed 
present estimates of just under $18 billion. 
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THE WORLD OVERSEAS 





The Commonwealth Confers 


(From a Special 


HE informal intimacy which nowadays characterises 

Commonwealth consultation has achieved concrete practical 
results, which probably could not have been secured by other 
means. Sheltered from the full glare of publicity, Common- 
wealth statesmen have discussed their common problems 
without being inhibited by thoughts of possible reactions at 
home. They believe in “open covenants” but not that they 
should be “ openly arrived at.” The essential correctness of 
this approach is not in doubt, but it incurs some disadvantages. 
In patticular it precludes publicity at a time when wide 
understanding of Commonwealth affairs was never more 
important. Within the last decade there have been profound 
changes in Commonwealth relations, which reached a climax 
in the 1949 London Declaration. If public understanding lags 
far behind these developments a principal reason for it is the 
lack of informed public discussion about them. That is why 
increasing importance attaches to the unofficial conferences on 
Commonwealth relations, organised by the Royal Institute of 
International Affairs in London and its sister institutes in the 
various Dominions. It also helps to explain why the fourth 
in the series, which recently took place at the invitation of the 
Canadian Institute at Bigwin in northern Ontario, has been the 
most successful. 

The Bigwin Conference, at which the Asian Dominions were 
represented as such for the first time, and to which the 
Republic of Ireland sent a delegation as evidence of their 
desire for continuing close co-operation with the Common- 
wealth countries, afforded reassuring evidence that the 
loosening of formal ties has not impaired the deeper sense of 
community. There was little disposition on the part of the 
conference to examine at all closely the implications of the 
recent Declaration which allowed India’s republican status to 
be consistent with full Commonwealth membership. On the. 
contrary the delegates from Asia, as well as from the older 
Dominions, were disposed to endorse the liberal, unrestrictive 
interpretation of constitutional ties and to feel, with some 
reservation on South Africa’s part, that its wisdom was not a 
matter for fruitful debate. The constitutionalists, in fact, had 
done themselves out of a job by proving to most people’s 
satistaction that constitutional ties must be subordinated to 
political realities. 


Questions from Asia 


The inquiry of the Asian Dominions was indeed more 
fundamental in character. They asked, politely but persis- 
tently, what is the true nature of the Commonwealth, and 
unlike the jesting Pilate, they stayed on in Bigwin Island 
waiting for an answer. When it came it was not explicit but 
implicit, and they had in no small measure formulated it 
themselves. The Commonwealth was an international associa- 
tion of states, an international democracy, whose life-blood 
was free discussion among equals and whose aims were to be 
realised through a common purpose, but not a common policy. 
Those aims, shared by all men of good-will, were liberty, peace 
and a higher and more equal leve! of material well-being. The 
Asian Dominions were not, significantly enough, interested in 
4 self-styled new Commonwealth. They had become members 
because they liked what trey had known about the Common- 
wealth in the past. -But they believed that its spirit required 
revitalising, that its practical co-operation needed more 
emphasis On its positive aspects. 


Correspondent) 


Delegates from the west, with their gaze for the most part 
firmly fixed on Europe, were reminded by their colleagues 
from Asia and from the Pacific that the victory of Communism 
in China was something that could not be countered by policies 
suggested by easy parallels from their own experience, In 
particular there is little to be gained by talking of regional 
security pacts in areas where as yet there exists no solid 
foundation for them. Neither in the Indian Ocean nor in the 
Pacific does there exist a state with the industrial porential, the 
manpower or the administrative machine essential for successful 
defence against aggression by a major power. Nor does there 
exist either within the Indian sub-continent or without the 
measure of political agreement indispensable to military 
co-operation. The still unresolved dispute in Kashmir 
estranges Pakistan from India ; the slowly yielding imperialisms 
of Holland and France evoke a hostility little if any less marked 
than the Communists themselves ; while further afield looms 
the yet more fundamental problems of racial discrimination 
dividing India from South Africa. Finally, all over south and 
south-east Asia there exists a standard of living so low that the 
struggle for subsistence precludes understanding of those values 
which Communism would destroy. The problem of defence, 
observed a delegate from Ceylon, may be first in point of time 
but the raising of the conditions of life is first in point of 
importance. That was a conviction insistently stated by all the 
delegations from Asia, 


Closer Economic Planning 


It is clear to everyone that a general raising of the standard 
of living in an area where population presses so heavily upon 
the means of subsistence is not something which can be done 
in a year or even in a century, but that is no excuse for neglect- 
ing it. If it is to be tackled realistically, one essential is economic 
aid from without and that can come only trom the United 
States. While fears of dollar imperialism are dwindling, they 
suffice still to prompt reservations in India about dollar loans 
from official sources. Private investment is free from such 
objections but conditions sufficiently attractive to the private 
investor do not yet exist. Because of this, Indian delegates were 
disposed to think in terms of closer planning for investment 
and for economic development by the Commonwealth countries, 
and of a consultative body which might enable the Common- 
wealth to act in an intermediary capacity. All this merits careful 
consideration ; for a feeling exists, which may prove to be of 
critical importance in the case of Pakistan, that the economic 
policies of the Commonwealth and particularly of the United 
Kingdom, do not take their desperately-pressing needs suffi- 
ciently into account. 


Large as the economic aspects loom in Asia they must not 
be allowed to obscure the strategic. In the past it has seemed 
to some observers that a struggle for power between India and 
China fought out in Malaya lay in the logic of history. Now, 
if adequate defensive measures are not taken in time, that 
conflict may loom near, superimposing an ideological upon its 
national character. The resolve of India, Pakistan and Ceylon 
to resist Communist attack from without or infiltration within 
is notably hardening. It has infused into their thinking a greater 
appreciation of defence needs. At Bigwin there was no disposi- 
tion to criticise Britain for its determination to defend Hong- 
kong or to suppress disorder in Malaya. The Treaty arrange- 
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ments allowing British Forces the use of bases and air fields 
in Ceylon are viewed with satisfaction by its people. And there 
were also not lacking indications that India, if it could preserve 
its prestige, would be happy to reach a settlement over Kashmir. 
At present defence consultations between the United Kingdom 
and the Asian Dominions are bilateral ; they should become 
mululateral, 3 


The problems of western Europe, of the Atiantic and of the 
Middle East were analysed at Bigwin with as much care as those 
of the Asian Dominions. But the discussions reflected on the 
one hand a general feeling that, however urgent the problems 
of the west, they had been temporarily eased as a result of the 
breathing space afforded by the Brussels Treaty and the Atlantic 
Pact ; on the other hand a qualified recognition of the truth of 
Dr Evatt’s remark that the centre of gravity of the Common- 
wealth had moved eastwards. Indeed, one of the most fruitful 
purposes served by the Bigwin Conference was to place develop- 
ments in western Europe in perspective against the wider 
Commonwealth scene. It was instructive to learn of Indian 
misgivings lest Britain’s more intimate association with western 
Europe should lead her to support “ reactionary imperialisms ” 
in Asia ; to be reminded of what critical importance the direc- 
tion of Colonial policy in Africa may be to the future of the 
Commonwealth, and it is well to understand that this country’s 
graciously-acknowledged moral prestige in Asia is conditional 
upon her remaining, for all her faults, the “ greatest liberal, 
progressive force in the world.” 


Show Piece in Budapest 


[By A CORRESPONDENT] 

AFTER the Hungarian election of last May the new Parliament 
reassembled, and it was noticed that the Minister of Foreign 
Affairs, Laszlo Rajk, was absent. At the beginning of June 
a short communiqué announced his arrest on a charge of high 
treason. Official comment in the Hungarian press and radio 
hinted that he was the originator of a “nationalistic anti- 
Soviet” coup d’état. Too many British and American com- 
mentators at once concluded that in all the Communist Parties 
of the satellite countries there are certain tends of opinion 
which, although orthodox Marxist, repudiate subservience to 
Moscow ; Gomulka in Poland, Petrascanu in Rumania and 
Rajk were all quoted as examples of this so-called “ National 
Communism.” By grouping these “ National Communists ” 
under the supposed leadership of Tito, and by broadcasting in 
this sense to the satellite countries through the BBC and the 
Voice of America, western commentators helped to create an 
atmosphere for the Rajk trial which was most useful to the 
prosecution. 
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Preparations by Press and Radio 


In Hungary, on the other hand, no further mention ‘in 
made of the conspiracy for over three months, save in g short 
communiqué which disclosed the names of those who were 
said to have collaborated with Rajk in his “ treacherous activi. 
ties,” among them two Jugoslavs. The dramatic silence Was 
broken on September 11th when the State Prosecutor pub- 
lished his indictment. The trial opened on September 16th 
and it ended on the 24th with sentence of death on Rajk ond 
two of his collaborators. During that fortnight the Hungarian 
press devoted almost its entire space to the trial. Budapest 
radio ceased all entertainment broadcasts and confined itself 
to transmissions of the trial, followed by quotations from the 
international Communist press. The same predominance of 
the trial in the radio programmes of Moscow and of all the 
satellite countries showed that the Rajk case was a show-piece 
designed for the Moscow-directed one-fifth of the world, 


Although Rajk’s name had not been mentioned during the 
weeks preceding the trial, Moscow’s diplomacy and propaganda 
in August and September were busily preparing a suitable 
atmosphere for the direct blow against Jugoslavia which took 
shape in his trial. Two Soviet Notes to Jugoslavia were pub- 
lished in August referring to the Austrian Treaty negotiations, 
and intended to prove that it was Tito—not Stalin—who 
gave up the Jugoslav claim to Southern Carinthia. A further 
Soviet Note, released on August 18th, protested against the 
“persecution of Soviet citizens in Jugoslavia.” These Notes 
were followed by numerous articles and broadcasts in the Soviet 
and satellite press and radio, implying that Jugoslavia had 
become a “servant of American imperialism.” Finally, two 
days before the publication of the Rajk indictment, the new 
broadcasting station of the “ Anti-Tito Jugoslay Revolutionary 
Emigrés ” was inaugurated. 


le4g 


It is against this background that the indictment, the con- 
fessions and the convictions of the Rajk trial should be assessed. 
It was far more than an isolated Hungarian incident supposed 
to reflect “nationalistic tendencies” in the Communist Party 
of Hungary. The indictment as well as the confessions were 
presumably drafted under Cominform direction as an im- 
portant step towards liquidating the Tito regime. Hungary 
was chosen for this particular stage of the Communist cm- 
paign, just as it was selected as the best country in which to 
test the power of resistance of the Catholic Church. For the 


Soviet campaign against Jugoslavia it offered many advantages. 


In the present stage of establishing the open dictatorship of the 
proletariat, it had become ripe for a purge any way. The 
Rajk trial is therefore in its secondary, local aspect only the 
beginning of a series of purges, which will eliminate and liqui- 
date all elements in public life not considered as 100 per cent 
reliable. Rajk’s reference in his confession to the alliance 
between Tito and “right-wing Social Democracy” fote- 
shadows the next trial, which might lead to the liquidation of 
all former Social Democrats who are not trusted and who 
would be, of course, accused of espionage. Hungary was also 
geographically, politically and strategically suitable as a launch- 
ing site for a political—perhaps eventually a guerrilla campaign 
—against Jugoslavia. 

The comment of the Jugoslav vice-president, Pijade, that 
the presence of Rajk and the others in the dock was purely 
accidental, seems correct. According to him they were selected 
for this part “ because they suited technical conveniences and 
current political combinations,” It seems likely that the whole 
affair was devised and staged in the following sequences. First, 
it was decided to hold a spectacular trial in which all Soviet 
measures contemplated against Jugoslavia were to be embodied 
in the indictment in reverse, that is to say as alleged Jugoslav 
plans for aggression against a neighbour. Second, it was 
decided to hold the trial in one of the countries bordering 
Jugoslavia, to make the threat quite clear. At the third stage, 
Rakosi was probably invited to select the victims. Rajk has 
been considered by all those who have some knowledge of the 
Communist machinery as a candidate for liquidation ever since 
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he was degraded a year ago from the all-powerful post as 
Minister of Home Security to that of Foreign Minister. 
Against him were these facts: he was not Moscow trained, 
and he was an intellectual (a former student of French litera- 
ture); therefore both of the new slogans “class alien” and 
“cosmopolitan” could be conveniently applied in his case. 
Then he had spent a considerable time abroad in Spain and 
in France, which made it easy to construct ties between him 
and western intelligence organisations, and with Jugoslavs 
whom he is supposed to have met there. Moreover, as the 
former ruthless master of the political police, he was as 
unpopular in wide spheres of the population as the Soviet 
Yagoda, who ended his career in the same way about 12 years 
ago. Last, but not least, the Premier, Rakosi, disliked him. 


Choice of Rajk’s Collaborators 


His collaborators were chosen in order to satisfy certain 
points of the indictment. Rajk’s relationship to Tito had to 
be proved ; hence the presence of two Jugoslavs in the dock. 
They were not condemned to death, and they may have been 
agents who played their prescribed parts. Tito and Rajk were 
supposed to have planned a coup d’état with the help of the 
Hungarian army. In order to substantiate this, officers of the 
Hungarian army had to be involved. The victim selected 
for this role was George Palffy-Oesterreicher, who was suitable 
because he had been a commissioned officer during the Horthy 
regime. This helped to introduce the familiar element of 
“Horthy-Fascism.” Furthermore, it had to be proved that 
the Tito plan was devised and fostered by the Americans. 
Therefore it was necessary to involve persons who had had 
opportunities for contact with the American intelligence 
service during the war. The choice of those victims was 
fortuitous and based mainly on geographical coincidences. 
Szényi spent the war years in Switzerland and was respon- 
sible to the Party for all important appointments, including 
those which involved the selection of Hungarian Communists 
to work abroad during the war. Finally, and this is the 
unmistakable Moscow touch, the equation Titoism-Trotskyism 
could not be left out. Therefore Paul Jusztusz had to be 
produced in the dock as well. This left-wing Social Democrat 
was generally known as a Trotskyist during the inter-war 
period. After 1945 he recanted and became one of the most 
ardent Stalinists. Nevertheless, his old reputation came in 
most useful, and he had resided in Paris some time before the 
war. This again made it possible to involve the French Press 
Attaché, Gachot, 


A remarkable aspect of the trial was its almost complete 
resemblance to the prewar Soviet purges. Apart from the 
privileges of selecting and supplying the victims, the Hungarians 
were not permitted to improve on the Moscow technique, 
although the new Hungarian Minister for Ideological Educa- 
tion, Jozsef Révai, spent two months in Moscow prior to the 
trial on the invitation of the Soviet Government. The crude- 
ness and cunning of the accusations, the monotonous Marxist 
terminology of the confessions, the vituperative jargon combined 
with oriental flourish which prevailed throughout the trial, 
seemed to indicate that he had no part in drafting those docu- 
ments. All are lacking the finesse and psychological insight 
one could expect from an educated Hungarian intellectual. 


Parallel with Moscow Trials 


The full Moscow technique of the Zinoviev-Kamenev~- 
Bukharin trials was applied almost without any variations. In 
Moscow the guilty men confessed not only to alleged deviations 
from the party line, but enlarged their guilt retrospectively. 
They had to admit, therefore, participation in acts of sabotage 
and violence ever since 1917, including the murder of Kirov 
and even the attempt against Lenin’s life in 1918. Likewise 
the accused in Hungary confessed that they had been police 
agents and spies ever since they joined the Communist move- 
ment. In the Moscow purges the scope of the confessions had 
not only to be enlarged in terms of time but also in terms of 
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space. The confessions included plotting with foreign powers, 
conspiracy to betray the Soviet Union to Fascist Germany, 
Japan and Poland. Now Rajk and his fellow accused confessed 
that they endeavoured to betray Hungary to the “ American- 
Jugoslav combine.” In both cases the accused men also con- 
fessed to plotting against the life of the leaders of their respec- 
tive Communist Parties and to pursuing the object of abolish- 
ing Socialism by violence and re-establishing the capitalist 
system. 


Canada and the Devaluation 
of Sterling 


[FROM OUR CORRESPONDENT IN OTTAWA] 


No one here, not even the Government, expected the pound to 
go as low as Sir Stafford Cripps and his advisers finally 
decided. Indeed, it is a matter of speculation whether, if the 
pound had dropped to only $3.20 (which was about what was 
expected), the Canadian dollar would have been devalued at all. 

In face of the British action, the main Canadian difficulty 
was to decide the degree of devaluation appropriate. The 
British decision, it is assumed, was based on the black market 
rate and designed to remove any suspicion that this was not 
the final step. The Canadians had no such guide, for the 
limited free market in Canadian dollars in the United States, 
running at about 95 cents, would not serve. Yet some de- 
valuation was necessary to mitigate the rise in sterling prices 
for Canadian products, to give Canadian manufacturers some 
protection against the cut prices of British goods, and to im- 
prove their competitive position in other markets. This might 
have suggested a 15 per cent cut, but that would have meant 
an increase in the purchase price of goods from the United 
States more drastic than the Government felt to be justifiable. 


Ostensibly the devaluation of the Canadian dollar should 
help, if not solve, the exchange problem with the United States. 
Actually it is doubtful if this will be the result. Imports from 
the United States, running latterly at a rate of about $2,000 
million a year, are of such a kind that it is doubtful whether 
a price increase will do much to reduce them. To a great 
extent they involve such things as coal, oil, steel and the like 
which are essential for Canadian industry. Canadian exports 
to the United States, running currently at about $1,500 million 
a year, will not automatically increase by the 1o per cent of 
the devaluation. Increased volume might be expected if the 
advantage of the ro per cent cut were passed on to the American 
purchaser ; but if it is not, it would be unwise to expect that 
sales volume will be increased. In either case it is not safe 
to bank on greatly increased earnings of US dollars. 


It might be hoped that increased imports from the sterling 
area could replace some imports from the United States, but 
this seems to be possible only in a limited field. The really 
big items such as coal and steel which Canada buys from the 
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United States are things which Britain cannot supply 
sufficient volume to meet the demand. Last August Bri 
promised to double its deliveries of steel to Canada, but even 
the doubled total is only 160,000 tons a year, whereas total 
consumption is counted in millions. 


The optimists here are saying that when the major price 
adjustments which must follow the revaluation are accomplished, 
in about six months the Canadian cost of living will be no 
higher than it is now. But most Canadians find it difficult 
to share this optimism. They are facing immediate increases 
in the cost of coal and fuel, and winter is coming on. They 
will have to pay more for all manufactured goods, whether 
made in Canada or the United States, which depend on 
American materials. The housewife is glad to think that British 
china and cotton goods may now be cheaper, but that does 
not make up for the higher price of fruit and vegetables, fuel, 
washing machines and all the other household appliances for 
which she looks directly or indirectly to the United States. 


Grateful Farmers 


It is by no means certain that the 10 per cent price differential 
introduced by the devaluation will save the Government from 
the need to tighten up the exchange conservation programme 
of import restrictions. If it is at all possible, it will remove 
the ban on imports of fruit and vegetables from the United 
States, because the growers of California and Texas have a 
powerful lobby, and the ban is distinctly embarrassing to the 
United States Administration ; but it is still doubtful whether 
the threatened control of steel imports can be avoided. Thus 
far, price has appeared to be a minor factor to Canadian im- 
porters, and in the absence of adequate supplies from soft 
currency countries the demand for American steel products 
may be maintained even with a price increase of Io per cent. 
If this appears to be the trend, in a few months the Govern- 
ment may be forced to impose import controls. 


The farmers of western Canada have never been so grateful 
as they are now for their long-term selling arrangements. 
Devaluation makes no difference to the price they receive for 
this year’s crop though they will be paying more for their 
machinery and other supplies made with American materials. 
The price of $2 per bushel for 140 million bushels under the 
British wheat contract, now in its final year, stands unchanged. 
If the Canadian dollar had remained at its previous level the 
British Government would have had to pay 44 per cent more 
than it had expected for the Canadian wheat. With the 
Canadian devaluation not only has this been reduced to a 
30 per cent increase, but the value of the $175 million now to 
be provided by ECA is appreciated ro per cent in terms of the 
Canadian dollar. 


After this year the farmer has only the international wheat 
agreement to rely on, and he relies on it a good deal more 
firmly than some officials do here. The prices provided under 
this agreement were to be at the rate prevailing at the time 
it was made. So if Canada can manage to sell its wheat 
im 1950-51 at the maximum price under the agreement the 
farmer would get a price of $1.80 plus 10 per cent, or only two 
cents less than $2. 


Prospects for British Goods 


The prospects for British sales to Canada are of course 
greatly improved. The theoretical price advantage they will 
now enjoy is 23.6 per cent. Shipping and other charges reduce 
this substantially, but exporters should have plenty of leeway. 
In textiles, the effect of the tariff reimposed last summer will 
be wiped out and British exporters should be able to compete 
on favourable terms with domestic manufacturers. As against 
American firms they have a double advantage because American 
imports will have to meet, not only the quota and continuing 
tariffs, but also the ro per cent price premium. In the field of 
cars and other manufactured goods which are made in Canada 
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largely from American materials, the British exporter 
double advantage of his own price reduction and an ie the 
in the cost of the domestic product. Small British cars 
become about $200 cheaper and short of Price-cutting 
cheapest Canadian-built car will have to be almost $299 — 


Provided, therefore, that British manufacturers do not allow 
the increased cost of raw materials to raise their sterling prj 
unduly, price should cease to be an obstacle to the ae 
British goods in this market. The “ merchant adventurer” 
will have a clear field for adventure but they will have to be 
adventurous. Canadians will not buy things they do not 
want, even if the price looks favourable. They will not, for 
example, buy leather wallets which fit pound notes but will 
not hold dollar bills. If the desired switch from the United 
States to Britain as a source of supply is to be accomplished, 
Canadians will have to be persuaded, not only that the British 
price is competitive but also that the British goods meet the 
standards and styles to which they are accustomed. 


The whole of the sterling area will also have to take part 
in the increased sales. An excellent example is the citrus fruit 
industry of the British West Indies. For every reason Canada 
would like to see West Indian fruits supplanting some 
American products here. The price should be no 
but the general attitude here is that the West Indian fruit, in 
comparison with that from California or Texas, is badly graded, 
badly packaged and badly marketed, and devaluation of the 
pound is not going to make up for that. 


All the main items that the United Kingdom has been 
buying from Canada will now cost about one-third more 
than they did and it is doubtful how many of them can 
still be imported. This thorny question is now being thrashed 
out in Ottawa by the permanent Anglo-Canadian committee 
on trade. The most important categories by far are food 
and base metals. Of the food purchases wheat is the most 
important and it is difficult to see where else Britain 
could get the required amount. But the other contracts for 
bacon, eggs and cheese are not sufficiently large to make up a 
very important part of the British ration, and at post-devalua- 
tion prices they may not be very attractive to Britain. 


Prices of Bacon and Cheese 


The 1949 cheese contract for 50 million pounds was fulfilled 
in August and the British Government has already refused to 
take anything beyond the contract quantities. The bacon con- 
tract was for 160 million pounds. Deliveries up to September 
17th amounted to just over 21 million pounds and although the 
main season comes én the autumn months the total deliveries 
for the year are not likely to be above 60 million. Eggs are also 
well behind the contract figures, and it is expected that some 
of these which might have come to Britain during the test of 
the year will be attracted south of the border. 


The Canadian Government is pressing for the renewal of 
these contracts. In theory the price differential resulting from 
devaluation might provide a market in the United States, but 
official circles here know very well that if any significant quantity 
of agricultural products moves into that market the pressure 
on (and by) Washington to stop them will be very great. In 
the second important category—base metals—the British 
Government seems to have less choice. Industry needs 
aluminium, copper, lead, zinc and nickel and it is difficult to 
see where else they could come from. Of the smaller items 
on the British purchasing list Canadians fear that things like 
lumber, salmon and canned vegetables may have to be 
foregone. 


In general the Canadian picture is full of uncertainties. The 
two developments which could really cheer it up are hoped for, 
but not expected with any degree of confidence. These are a 
substantial increase in earnings of US dollars and a spate of 
British goods which would reduce Canadian dependence on 
American imports—without, it is necessary to add, completely 
putting Canadian manufacturers out of business. 
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Freedom for Metals 


EVALUATION has brought to the fore the important 
issue whether dealings in non-ferrous metals are to 
be kept in the hands of the Ministry of Supply or allowed 
on a reopened London metal market. On no issue of com- 
mercial policy has the Government been more opinionated 
in the past. There was a period soon after the war—the 
period when what remained of the Liverpool Cotton Ex- 
change was wantonly demolished—when it was a favourite 
argument among Ministers that bulk purchase and selling 
by a Government agency was the cheapest and most satis- 
factory method of furnishing British industry with its raw 
materials. Such illusions did not survive the experience of 
the next year or two. So far as metals were concerned, the 
Ministry of Supply proved to be no more long-sighted than 
any other fallible being. For a time, it sold metal “ cheaply ” 
—that is, below replacement value. Then, when it had to 
buy new supplies, it charged the full purchase price, even 
though replacement values began to fall, and thus prejudiced 
the competitive power of British manufacturers in the export 
markets. Then, throwing all pretensions about “ averaging 
of prices over a period” to the wind, the Ministry decided 
to base itself on the American market, and to charge 
equivalent prices to British users. 

That system has been working since the beginning of 
July. Its introduction was at least a shrewd piece of timing 
for American prices of non-ferrous metals began to re- 
cover almost simultaneously. Nor (as was emphasised 
in these columns last week) is the Ministry of Supply to be 
blamed for raising the prices of copper, lead and zinc close 
to the new dollar parity after devaluation took place. Its 
rule was to follow the American market, and it was only 
playing the game according to the rule. It disregarded—and 
was right to disregard—any childishness about “ profiteer- 
ing.” For once, it took good care of the taxpayers’ real 
capital (that is, its stocks of metal) and refused to squander 
that capital by selling it at an uneconomic price. But tactics 
may be right and strategy at the same time wrong. The 
test of the Ministry’s policy is not to be found in its be- 
haviour on a special occasion such as devaluation, but in the 
assumptions on which its trading policy is based. 

On this question, the Minister’s most recent and most 
explicit apologia for keeping the trade in non-ferrous metals 
in his own department was given on July 11th and was 
analysed with some care in The Economist of July 16th. 
His case against restoring an open market was founded on 
two main points. First, the overvaluation of sterling at that 
time would have been an irresistible temptation to buyers in 
other countries to pay for their metal in cheap sterling and 
resell it to the United States at a cut dollar price. If $2.80 
to the £ is a realistic rate, that argument loses its force, for 
it depends on the existence of unofficial markets in which 
sterling is offered at a discount. Secondly, Mr Strauss 
claimed that to abandon bulk buying of non-ferrous metals 
from sterling area sources might deprive Britain of supplies 
and drive purchasers into dollar markets. This, of course, 
was a confusion which also reflected the artificial value of 
the pound in the weeks before devaluation. If the dollar- 
sterling exchange rate is right, and the prices of metals in the 


ad 


two markets thus have a solid economic foundation, there is 
no reason why the dollar market should suck in supplies and 
endanger the flow of raw materials to British industry. 


It is for these reasons that devaluation has reopened the 
issue whether the metal market should now be reopened. 
Whatever force the arguments to the contrary may have had 
last July, they are plainly altered by the new conditions. As 
long as the pound was overvalued in terms of the dollar, 
there was something in the case for isolating the sterling and 
dollar markets for non-ferrous metals, for undoubtedly at 
the old $-f£ rate, British metal prices were much cheaper 
than was justified by the true relative values of the two 
currencies. Open dealings in metals would have reflected 
this disparity long before devaluation took place, and the 
prices of metals would have risen steadily towards a parity 
which the Government were eventually forced to accept. 
Thus the shift of prices which has come about suddenly as a 
result of devaluation would have occurred over a period 
with mudh less troublesome consequences. But funda- 
mentally the argument remains: if the exchange rate is right 
and dollar and sterling prices are in line with that rate, there 
is no danger of one market being pulled out of control or 
denuded of supplies by the other. 


* 


Much of the criticism of Mr Strauss for hitching his wagon 
to the star of American prices has taken the line that these 
prices are the result of a market process far less efficient 
and far less competitive than was the London metal market 
in its prime. The pull of demand for base metals has indeed 
shifted in the last ten years very strongly towards the United 
States. Formerly almost self-sufficient, America now needs 
much larger imports of copper, lead and zinc. But American 
consumers are not in a position, as were purchasers on the 
London market before the war, to obtain their requirements 
in a market where the competition of suppliers and pur- 
chasers determine the price. A metal market in 
London would not be able to restore such a degree of com- 
petition immediately. It would necessarily have to work 
within the general ambit of exchange control (which the 
rubber market finds no difficulty in doing) and it would have 
to reckon with the fact that the sterling area is a net exporter 
only of tin, and a net importer of the other base metals 
from dollar sources. But, to repeat, that fact alone does 
not justify the mulish adherence to Government purchasing, 
and the slavish reproduction of every adjustment of American 
prices. 

Tin has always been a case apart—at least in the view of 
the Ministry of Supply—in the argument whether the metal 
market should be reopened. Last July, Mr Strauss declared 
that “other considerations” (which he did not specify) 
would determine whether private trading in this metal alone 
might be permitted. A decision was promised later, and this 
week it has been announced that bulk buying is to end. 
Discussions are afoot between the Ministry and the Com- 
mittee of the London Metal Exchange about reopening the 
Exchange for dealing in tin “at the earliest practicable 
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date” and the conditions under which it will be allowed 
to operate. Meanwhile the Ministry has rather belatedly 
raised its price for tin to British buyers to £750 a ton, com- 
pared with £569. The price to American buyers is reduced 
from $1.03 a pound to 9§ cents, which corresponds to £739 
a ton ex Straits smelter. But this new price will presumably 
only operate as a stop gap until the market reopens. It will 
be noted that the Ministry has taken a very different line in 
fixing the new price of tin from its decisions last week on 
the other metals, for the new price is £70 below the new 
parity. The fact that the dollar price has been reduced can 
hardly be unconnected with the threat—to put it no higher— 
of consumer resistance to paying an extremely high price at 
the very time that supplies are increasing and there is talk of 
restriction of output. It was not long ago that some spokes- 
men for the tin industry were describing the possible re-open- 
ing of the tin market as a “ retrograde step.” The Ministry 
has at least found enough courage to disregard such comment, 
and to come down on the side of the industrial user. The 
decision will be salutary for the tin mining industry and 
without question in its own long-term interest. 


The reopening of the metal exchange to deal only in tin 
would raise many practical problems. Turnover will be very 
restricted, even compared with prewar dealings. Up to 1943, 
the United States bought most of its supplies in the form of 
metal, and mainly through the London market. Now, how- 
ever, nearly half of America’s annual consumption (which is 
no larger than it was before the war) is met by the output of 
the Texas smelter which uses Bolivian ore. For political 
reasons, the United States may continue to buy Bolivian ore 
direct ; if so, its purchases of tin metal through the London 
market will pro tanto be reduced. There is also the question 
of the international allocation scheme, which has limited the 
purchases of individual countries to their current require- 
ments—except for special needs such as stock piling. If 
international allocation were abandoned, presumably some 
export control would still be needed to make sure that Russia 
did not buy undue quantities. 

One question, however, has been disposed of by the events 
of the past fortnight. They destroy the arguments for an 
international marketing scheme for tin. If there is to be a 
free market, there is no room for a scheme which must base 
itself on restricted output. Only the blind or perverse could 
argue that the high price of tin has no connection with the 
fact that world production exceeds consumption at that price. 
Nor, after the raising of the sterling price, can it be maintained 
that restriction is necessary in order to maintain high prices 
in order to preserve political stability in Malaya. 

But if open dealings in tin would test the meaning of a 
“ fair price,” they would by themselves do nothing to ensure 
that the price of all non-ferrous metals were in orderly rela- 
tion with each other. That would be a function performed— 
as far as it was performed at all—by the New York market, 
with all its limitations. In New York, it is the custom 
smelters who determine the rise and fall of market prices, 
but as often as not such quotations bear little relation to 
actual prices paid by consumers to producers, because both 
interests are largely integrated under common financial 
ownership. Under present conditions, and given the broad 
limitations within which a commodity market must now 
operate, a reopened metal exchange in London would not pro- 
vide a perfect market. But it would almost certainly provide 
a better approach towards a satisfactory market than the 
present combination of Government buying and selling in 
obsequious pursuit of the New York “ price.” If the Gov- 


_emmment resist the demand for the reopening of the metal 


market, it will be widely suspected, until there is proof to the 
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contrary, that it is trying to keep down the contract pr; 
which it pays to sterling producers to the levels a 
tained before devaluation. If this is “ incentive ” for 
selling effort to the dollar market, it would certainly be a y 
peculiar one. It would in fact be a grotesque exploitaic, 
of the Ministry’s selling monopoly. 

Would a reopened metal market be short of supplies ang 
therefore incapable of functioning smoothly? On this po; 
an analysis of the expansion in world production of the four 
base metals is illuminating. In the accompanying 
production of each metal for the years 1946 to 1948 (and 
1949 where possible) is expressed in the form of index 
numbers based on the prewar average 1934-38. In each year 
the sterling area’s share of world production jis also given, 

By 1948 world tin production was only 4 per cent less than 
before the war. Production within the sterling area, how. 
ever, was still 15 per cent bélow the 1934-38 average while 
its share of the total was only 37 per cent against 41 per cent 
prewar. During the first half of 1949, however, production 
in the sterling area continued to expand whereas production 
in the rest of the world declined. World output of copper 





TREND OF Non-FErRRovus METAL Propvuction 
(Index Numbers, 1934-38100) 


Poel. Woo a, eee — 


| 1934-38 | 1946 1947 1948 | gag 


| Average | i | 
Tin :— | 
MEET it's nb bits wih ence 100 be] 7 % 4 
Sterling area .......... 100 x 69 85 95 
Proportion of sterling area 
to world ...... Per cont 41 3 Fe 87 a 
Copper :-— 
ES eee pe 400 105 130 133 133 
Sterling area .......... 100 123 127 1M 161 
U.S.A, and Canada..... 100 106 149 148 141 
ME cael owe edvons ca 100 121 138 143 on 
Proportion of sterling area 
to world ...... Pes cent 12 14 12 lh 15 
Lead :— 
PONE 64 eos. RESUS 8 100 70 8&7 a 
Sterling area .......... 100 53 66 69 68 
U.S.A, and Canada ..... 100 93 14 108 12 
IRR onc ice'« ireseen vtreend 100 8&0 oz 92 nn 
Proportion of sterling area 
to world ...... Per vl 16 1? n oo 
Zine :—~ 
Laine OT ee 100 97 110 119 oe 
Sterling area .......... 100 113 113 125 18 
U.S.A. and Canada ..... 100 152 165 166 193 
Proportion of sterling areca 
ee Per cont | lv lz u ll 


in 1948 was 33 per cent larger than prewar ; output in the 
sterling area fully kept pace and comprised, as before the 
war, Over 12 per cent of the world total. In zinc, the sterling 
area by last year had increased its output by 25 per cent, com- 
pared with prewar, while world production was only 19 per 
cent higher. World production of lead in 1948, however, 
was still 13 per cent below prewar, whereas output in the 
sterling area was 31 per cent below and its proportion of the 
world’s total fell from 21 per cent in 1934-38 to under 17 
per cent last year. 


These figures at least show, that in copper and zinc, the 
recovery in sterling area production has been better than that 
for tin and indeed that it has kept pace with the expansion of 
world production. But the final test is price. A distorted 
set of prices, such as prevailed until last week, invites failure 
for free market dealings from the start. An orderly set of 
prices, for which at least the foundation has been provided by 
last week’s decisions, should give market dealings a fair statt, 
so long as the Ministry is discreet in unloading its stocks 
(which are thought to be equal to one year’s consumption ia 
this country). Having taken the right decision in tin, the 
Ministry has no excuse for failing to release the rest of the 
non-ferrous metals. 





a. ~~  — — 
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Ships, Shipyards 


HIPOWNERS are not yet in a position to calculate exactly 
8 the effects of devaluation on their business, for many 
changes which are possible in their operating costs have still 
to be reflected in voyage accounts. Certain short-term 
effects are plainly discernible. Ships operating in trades 
which require direct disbursements in dollars will now require 
increased expenditure of sterling at the new rate of exchange. 
In the nation’s trading account, expenditures by British ships 
in foreign ports are invisible imports, and an immediate effect 
of devaluation is to increase these outgoings in terms of ster- 
ling. Conversely, the invisible exports represented by the 
disbursements of foreign ships in Britisia ports will decline 
in terms of dollars and other currencies which have not de- 
valued. It remains a matter for conjecture whether this 
deficiency will be made up by an increase in the invisibte 
exports represented by shipping services. If the devaluation 
of so many currencies does lead to an expansion of world- 
wide trading, British shipping can expect to find more scope 
for employment. 


Short of any such general expansion, has any new com- 
petitive advantage been gained ? The other maritime 
countries have offset any such advantage to the extent that 
they have devalued their own currencies. A theoretical 
advantage has been gained in the competition with American 
shipping itself. But is it likely to be effective in practice ? 
It is a firm principle of American maritime policy that the 
State should subsidise the mercantile marine to the extent 
of paying the difference between American and foreign 
operating and building costs. Unless that policy is changed, 
a reduction of the level of foreign costs in terms of dollars 
will merely lead to higher subsidies to the American ship- 
owners, to enable them to compete in the international market. 


The trades most directly concerned by the devaluation are 
those serving North American ports, and in those trades 
the companies operating transatlantic passenger services 
took the first step. The Atlantic Conference met in London 
and agreed to follow the lead taken by the International] Air 
Transport Association in increasing the sterling charges for 
transatlantic passages by 44 per cent. The alternative would 
have been to reduce the dollar charges, but this action would 
merely have sacrificed dollar earnings. Passenger capacity 
cannot be expanded overnight, and the Atlantic Conference 
evidently saw little prospect of increased sales of accommo- 
dation on a scale to offset a reduction of dollar fares, except 
possibly during the off-season. Even in that season the ships 
concerned are generally occupied in maintenance and over- 
haul, or in cruising from American ports. The principal 
American member of the conference, United States Lines, 
cannot have been anxious to see dollar fares reduced. 


Some of the considerations which caused the passenger 
conference to raise its rates apply equally to cargo liners and 
tramps engaged in North Atlantic traffic, but it is not yet by 
any means certain that these are in a position to increase their 
Sterling rates to offset the reduced dollar value of their 
currencies. They have more competition to meet, and they 
do not share the advantage of an assured two-way traffic. Any 
manipulation of freight rates for transatlantic cargo traffic 
is likely to have more far-reaching consequences, since freight 
rates are a direct element in the cost of imports and 4 
alike. For the time being, at any rate, exporters 2 
America will not be asked to pay higher sterling aS 
since the conferences concerned have decided not to increase 
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and Devaluation 


outward freight rates to Canada and the United States at 
least until the close of the St. Lawrence shipping season in 
the middle of November. What is to happen after that date 
remains for the shipping companies to decide in the light of 
experience. 


The tramp freight market has reacted only slowly to de- 
valuation. Shipowners are normally cautious in committing 
themselves to a new course of action, and they are not yet 
able to assess the full effects on voyage accounts. The trans- 
atlantic trade has been im a depressed condtion for some 
months. One or two ships have been fixed for grain at 8s. 
a quarter, am increase of one shilling since devaluation, but it 
is doubtful if an increase of that order will fully cover the 
increases in the cost of dollar disbursements. Other factors, 
apart from devaluation, have their effect on the tramp market, 
and it is possible that these fixtures at rates as low as 8s. 
represent, in fact, a further depression in the market which 
has been disguised by the devaluation factor. The lack of 
cargoes in the Plate trade still exerts strong pressure on the 
freight market and a surplus of tonnage has recently 
developed in the East, depressing freight rates there and pos- 
sibly attracting tonnage in the homeward direction. Tramp 
shipowners can derive no consolation from the knowledge 
that imports of bulk commodities from North America to 
Europe, particularly grain, sugar, timber and coal, are likely 
to decrease, while the increase in westbound exports—if it 
comes—will consist mainly of manufactures, for which the 
liners are better suited than the tramps. Increased oppor- 
tunities of employment on time charter with the liner com- 
panies may appear after a time. It would be logical to 
expect increased exports of anthracite to Camada, and of 
British coal to overseas bunkering depots, to displace 
American coal, but the slow rate of increase of British coal 
output does not suggest that those hopes are near to ful- 
filment. So far as ECA cargoes are concerned, American 
insistence that §0 per cent of these should be carried in 
American ships means that-no saving canbe gained by 
switching such cargoes to sterling tonnage. 


Much the same considerations apply in the tanker mar- 
ket, where chartering came to a standstill with the announce- 
ment of devaluation. Charterers as well as owners are dis- 
posed to wait for the outcome of the Anglo-American oil 
talks in Washington, since these may decide the movement 
of oil trading conditions. The trend of opinion is that 
freights will probably rise in sterling and fall in dollars, at 
least for a time. 


Apart from port disbursements in dollar areas, the greatest 
factor affecting freight rates is the inevitable rise in oil fuel 
prices in the sterling area, and this will concern shipping in 
all trades. As an article in The Economist pointed out last 
week, sterling oil has a large dollar content, and its prices are 
bound to rise ; but until the extent of that rise is known, 
shipowners cannot determine its exact effect on their operat- 
ing costs. Other operating costs may be similarly affected, 
at least by the increased sterling price of their dollar element, 
and possibly by sympathetic increases in sterling prices. 

Aside from meeting operating costs, shipping companies 
must make provision for the eventual replacement of their 
ships, and it is necessary to consider carefully the movements 
in shipbuilding costs which are likely to follow from devalua- 
tion. Shipbuilding is ao indust 
tive to cost factors outs 


its control. Almost é every increase 


which i is especially sensi- 
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October 


With the close of the holiday season industry 
and trade are in full swing again. Special 
efforts are being made to expand exports, and 
all interested in overseas trade, particularly 
those who are entering this field for the first 
time, are invited to consult the Midland Bank. 
At Overseas Branch, 122 Old Broad Street, 
London, the Bank has a Foreign Trade 
Information Department which is specially 
equipped to give information, advice and 
assistance on matters concerned with trade 
with other countries. This service is at the 
disposal of traders and merchants in all parts 
of Britain and is available at any branch of the 
Midland Bank. 


MIDLAND BANK LIMITED 
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in industrial wages, almost every change in the cost of a raw 
material (whatever its principal use), and almost every ¢ 

in the costs of services or public utilities, is reflected some. 
where in the price of a finished ship. The raw Materials 
most extensively used are steel and timber ; these—and ste 
in particular—are among the commodities less likely in the 
short term to cost much more as a result of devaluation. But 
the sterling prices of non-ferrous metals have been raised to 
keep them in line with dollar prices at the new parity ; 

are widely used in the components which go into a ship, and 
particularly in the engine-room. 


x 


The shipbuilding industry can only be expected to find 
that its problem of high costs has become more acute even 
than before. It is faced with the prospect of still higher 
prices for some of the raw materials and many of the com- 
ponents of a ship. In the background is a further claim for an 
increase of {1 a week in wages from the Confederation of 
Shipbuilding and Engineering Unions before devaluation, 
Even shipbuilding prices had already reached the point at 
which shipowners, finding that their freight incomes were 
falling, were growing reluctant to contract for the future. The 
danger now is that the gulf will be even further widened 
between what shipbuilders charge and what shipowners are 
able to afford. Reduced costs, and higher productivity, in 
ship operating are desirable and necessary, but they depend 
on factors largely outside the shipowner’s control. In the 
light of this, increased productivity in the shipyards, and in 
the engineering industries which supply the shipbuilders, 
appears as the decisive and urgent necessity. 

Shipbuilding is also an exporting industry of considerable 
value. At present about one-third of the ships under con- 
struction are for export, mainly to countries which have 
devalued their currencies in the wake of sterling. Britain’s 
competitors in shipbuilding may be expected to experience 
the same pressure towards higher costs as a result of their 
devaluation ; the change in the value of sterling will not 
itself, therefore, lose or gain much business. for the British 
shipyards. The truth of the matter is that the decline of 
export orders for British shipbuilding had already set in 
before devaluation began to appear probable. Reviving 
activity in Continental yards, assisted by lower labour costs, 
had already been depriving British yards of contracts which 
they might have won if prices and delivery dates had been 
better suited to the ever more exacting requirements of 
foreign shipowners. 

Devaluation is not likely by itself to enable British exports 
of ships or of shipping services to the dollar area to be 
increased. Only a change in United States maritime policy 
could bring that about. Since the Merchant Marine Act of 
1936, and even before, American maritime policy has kept 
British dollar earnings from shipping services and the export 
of ships well below the level which the shipping and 
shipbuilding industries are equipped to attain. No other 
European industries have such an advantage over the United 
States in the matter of costs as have the shipping and ship- 
building industries. To take a recent example, the lowest 
American bid for a certain ship was $3,490,000, compared 
with a British bid of $1,720,000. The immediate effect of 
devaluation would be to reduce the British price 0 
$1,200,000 ; but this is an academic advantage. Shipbuilding 
orders are preserved for American shipyards by the pay- 
ment of a differential subsidy. The finished ship is kept m 
operation on international trade routes by an “ operating 
differential ” subsidy which is designed similarly to make up 
the difference between foreign and American operating 
costs, a difference in which wages are the largest 
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single element. There seems, therefore, to be no assurance 
that devaluation will increase the dollar-earning power of. 
British and other European shipbuilding industries, or will 
make possible the winning of more dollar freights in the 
face of American subsidised competition on the high seas, 
It could, equaliy, mean an increase in the cost of subsidies 
to the American taxpayer ; and the chairman of the United 
States Maritime Commission, on his recent visit to Britain, 
made this clear. 

Shipping was one of the subjects raised in the recent 
Washington discussions. There has been no evidence that 
Sir Siaflord Cripps obtained any specific concessions in the 
matter. The kind of concession that Britain would seek is 
not hard to see. As the recent report of the maritime trans- 
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port committee of the Organisation for European Economic 
Co-operation showed, the deterioration in European (includ- 
ing British) shipping earnings in relation to the do!lar area 
has played a serious part in widening the dollar gap. This 
is the more unfortunate since, on a basis of costs and efficiency, 
the European maritime industries would be well able to 
compete ; but only a relaxation of American maritime policy 
would enab'e them to increase their dollar earnings. Such a 
telaxation would be a logical corollary to the liberalisation of 
American import and tariff policies which was suggested in 
the joint statement issued at the end of the Washington talks. 
It would, however, be politically awkward for the United 
States Government. Will the awkwardness be faced ? The 
responsibility would seem to be squarely in American hands. 


Business Notes 


The Political Chancellor 


Sir Stafford Cripps’s opening speech in this weck’s debate 
may have been an impressive defence of his change of heart 
about devaluation. But beyond that it ranks as one of the 
profoundest disappointments since he took office. Sir Stafford 
as politician overshadowed Sir Stafford as Chancellor—who 
must now be written off as Beethoven wrote off Napoleon in 
the dedication of the third symphony. There was again the 
soft-pedalling of the effect of devaluation on prices—bread and 
flour will put up the index by just over half a point 

and it may be that by the end of the year, if there are no counter- 
balancing decreases, the index will have gone up by a point or so. 
That is the sort of measure of the immediate justification for 
price increases. 
Again there was emphasis on the increased cost of imported 
dollar raw materials (“ how much will depend on the course 
of dollar prices "—a proviso which has little or no meaning 
unless the Chancellor was actually contemplating a slump in 
American markets) but again no mention of the inevitable 
efiect of devaluation in raising sterling raw materials. 


There is no room to repeat the arguments put forward in last 
week’s issue about the effect of devaluation on prices, but it is 
significant that Sir Peter Bennett, who took part later in the 
debate, declared that the increased costs of raw materials used 
by the companies with which he is connected amounted to 
10 10 124 per cent. The notion of costless devaluation, which 
even last Tuesday the Chancellor seemed at some pains to 
inculcate, is empty. The speech was equally empty of any 
proposals for effective collateral action to secure the advantages 
which are claimed for devaluation. The whole investment pro- 
gramme is to be reviewed, but “ without major dislocation and 
waste we cannot bring about any very quick change in the 
volume of capital investment.” There was no mention of any 
policy towards an increase in the rate of interest—surely one of 
the most effective means of choking off the excessive demand 
for new investments. A substantial (“ though not spectacular ”) 
reduction in expenditure is expected from the pruning of “ less 
necessary services,” but the main items of Government expen- 
diture are obviously sacrosanct. 

Nor is any radical change in the disposition of labour and 
the rest of the apparatus of production calred for. “Low 
efficiency in the factory can often be traced to faults of manage- 
ment ” ; that can be righted by closer attention to human rela- 
tions in industry “ which has been carried so far in America "— 
a claim which would surprise as many American employers as 
it would American workers. ‘There is some excuse from “a 
long history of unemployment in the past” for some feather- 
bedding on the part of the workers, and it is to be deprecated. 
But only “in one or two industries ” will higher productivity 
lead to redundancy and compel workers to move to new jobs 
elsewhere. 


Profits Tax Raised 


Disappointing and partial In its general approach, the 
Chancellor’s speech produced eut ef the hat a wholly inexcus- 


able and unjustified threat about dividend limitation and an 


anneuncement that the tax on distributed profits is to be 
raised as from September 27th from 25 per cent to 30 per cent. 
Here the Chancellor was politician indeed. He admitted that 
the incentive to exporters to increase their dollar sales was 
the expectation of higher sterling profits. But, he proceeded, 
there is no way I have been able to ascertain by which selectively 
we can catch the extra profits arising out of the alteration of 
the exchange value. 
Presumably, if there had been a way, the Chancellor would 
have taken it, offering incentive with one hand and taking it 
away with the other hand. Then followed the threat. A few 
companies had “ deliberately broken away ” from the voluntary 
understanding to limit dividends. Therefore, industry generally 
must be warned that 
if there is any further breaking away I shall consider myself at 
liberty to introduce legislation to restrict dividends in the next 
Finance Bill. 
This is not merely ungenerous to industry ; it is gratuitously 
offensive. For the facts are as well known to the Chancellor 
as to anyone else. The general acceptance of industry last 
spring was for a policy of restraint in dividend policy, and it 
has been generally observed. Some 2,095 companies of all 


» kinds (including many which were still recovering from the 


war) showed the following figures in the year to last June:— 
Preceding Year Latest Year 


mn, mn. 
Total income ........ th East é 99-5 6 
Dareciation 4 0.02:t00022n0 02 81-6 98-9 
TONG Stn 0 Shs VERO EO 280 -8 328-2 
Othed Chateee i Fi 133-3 162-2 
Not BroBs oo i, Grice: aw 0 Ge 203-8 237-3 
Preference dividends......... 26-0 26-5 
Ordinary dividends.......... 94-4 96-4 
Profits retained :........cece 83-3 114-3 


The ordinary dividends of these companies increased by 
£2,000,000, compared with an increase of £33} million in their 
net profits. If this is not dividend limitation, what is it? How 
can the Chancellor, in the face of these facts, launch threats 
against industry about a breach of an undertaking which has 
been far more scrupulously observed than the corresponding 
undertakings by the unions ? What kind of encouragement or 
incentive is provided by such a partisan outburst ? 


* 


But more was to come. The lower income groups, as the 
Chancellor rightly ‘said, will feel the effect of the rising cost 
of living more severely than-“ the average profit earner,” 


eee? 
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Therefore, as a measure of “ rough justice,” Sir Stafford Cripps 
announced the raising of the tax on distributed profits by one- 
fifth. The justice is indeed rough. To the general and familiar 
objections to a specific tax on distributed profits (which falls 
on industry, not on individuals) there is now added the crudity 
of a further impost supposedly to catch higher returns from ex- 
ports (which would mean so much the Iéss incentive to export if 
it succeeded) but levied on the distributed profits of all industry 
—in the home market or the export market without distinction. 
It will console a brewery company, no doubt, to make this 
fantastic contribution when its costs are rising and its sales 
are confined to the home market. It is really a monstrous and 
perverted political logic which gives a sop to organised labour 
by drawing additional taxation from industry’s less than 
adequate reserves. It can easily be calculated that if the com- 
panies whose results are shown above maintain their dividends 
(they will in any case have to maintain their preference divi- 
dends), some £20 million out of the £114 million set aside to 
reserve will be absorbed in higher taxes. 

It remains to be seen whether “as from today ” means that 
all dividend payments made on and after September 27th 
attract the full burden of the new increase, or whether there 
will be an apportionment of the increase of tax according to the 
period in which the profits were earned. Apart from its basic 
unfairness, the increase would be additionally unfair if in was 
put on profits earned before devaluation. This point must be 
settled quickly, for it will be a gross injustice on investors if 
dividend payments have to be postponed until Parliament 
reassembles. If Sir Stafford made up his mind so quickly on 
the increase, he should explain equally quickly how it is to work 
in precise terms. 


Devaluation and After 
The Choice of the Rate 


In the historical passages of his speech on devaluation 
the Chancellor of the Exchequer devoted some time to a 
justification, first of the decision to choose a fixed rather than 
* a free rate for sterling, and, secondly, of the rate of $2.80 which 
was actually chosen. The Chancellor dismissed as wholly 
unacceptable any “ floating rate” which would imply that all 
exchange and import controls had been taken off and that 
sterling would be allowed to find its own level within that 
setting. Any such suggestion, however, has never seriously 
been made, and this was merely an Aunt Sally which the 
Chancellor set up himself in order to demolish with impressive 
deadliness. 


But even within the limited range of transactions 
permitted over the exchanges, the Chancellor said that the 
Government had decided it would be unwise to allow the rate 
to find its own level. He pointed out that there was a most 
pressing need today to encourage and expand world trade. 
For that purpose some degree of stability in exchange rates 
was essential. Sterling held a pre-eminent position in this 
respect as the currency so largely used to finance trade in the 
non-dollar world. Its stability was therefore necessary “to 
provide a firm anchorage” for non-dollar currencies. Even 
to our Own exporters uncertainties regarding the rate of sterling 
would have been unsettling and damaging. Sir Stafford also 
produced a telling technical argument by pointing out that the 
constant intervention which would be required if a free rate 
were to be made safe for sterling would require substantial 
reserves and that at present British reserves were inadequate 
to attempt any such experiment The main argument for 
allowing the rate to go free, of which much has been heard in 
this week’s Parliamentary debate, is that it would ultimately 
lead to a more valid and realistic rate of exchange than any 
now chosen by the authorities, 


Having decided on a fixed rate, the Chancellor said that two 
limits had to be observed. It must not be lower than was 
necessary to achieve the objective of the Government, but it 
must also be low enough to be capable of being held and to 
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make quite obvious to all the world that there would be 
second alteration. In examining this problem the or 
used as a criterion the competitive level of prices both in 
countries and in other markets where Britain had to 

with dollar goods, The guidance of free markets in sterling 
had also to be taken. This evidence suggested that the rate 
should go as low as $3 to the £ “and probably a bit lower” 
The final consideration was “to make it absolutely plain that 
this was not a tentative first step, but a final and 
operation.” It was for all these reasons, said Sir Stafford, thar 
a rate of $2.80 had been fixed. 


* *® w 


Diagnosing Inflation 

No one will dissent from the Chancellor’s assertion that 
“the results of the last budget are—if anything—working out 
as less disinflationary than we intended.” In this context, a5 
in so many others, his diagnosis is more defensible than the 
conclusions he drew from it. On this issue, indeed, Sir Stafford 
showed a considerable realism, for it is not easy to test the 
inflationary temperature merely by scrutinising the familiar 
esumates of national income accounting, and the Chancellor, 
avoiding reliance upon these, based his opinion on more 
empirical judgments. Thus he declared the most disturbing 
features to be the rate of dis-investment of savings and the fact 
that the slackening of exports, combined with rising production, 
has not produced any “ noticeable easing of the position in the 
home market.” This was a wise approach, for any conclusions 
based merely on the available figures—or at least upon those 
which are publicly available—would certainly have understated 
the extent of the danger. Thus, while the budgetary position 
has deteriorated, the shortfall compared with the estimates, 
though considerable, seems to have been rather smaller than is 
popularly believed. In the first 5} months of the current fiscal 
year the “ above-line ” surplus amounted to a mere £8,000,000, 
in contrast with £224 million in the similar period of 1948-49, 
a deterioration of £216 million. For the full fiscal year, the 
budget envisaged a fall of £371 million in the “ above-tine” 
surplus and one of £192 million in the so-called “ true revenue” 
surplus. 


“ Below the line,” the deterioration has been less marked: 
net expenditure has amounted to about £238 million 
compared with £195 million in 1948-49, so that the overall 
deficit amounts to £230 million, compared with £29 million 
last year. For the full fiscal year, the overall surplus was 
expected to fall from £352 million to £14 million. Very little in- 
formation is available about the trend of the other factors in the 
nation’s capital account. In the early part of the year, gross 
savings by companies were probably still running above their 
1948 level, but are probably now turning downwards. Personal 
savings, however—in so far as their trend can be judged by the 
behaviour of National Savings—have fallen throughout. For 
the first 25 weeks of the current year, before taking account 
of interest paid out on encashed Savings Certificates and 
excluding repayment of Defence Bonds at maturity, there was 
a net dis-saving of £41 million, compared with a dis-saving of 
£13 million in the similar period last year. 


On a narrow statistical reckoning, however, it might have 
been deduced that the increase in inflationary pressure result- 
ing from these adverse trends in the budget and in savings 
had been at least partly absorbed by the worsening of Britain’s 
external balance of payments considered as a whole—since 
the effect of this has been to release “frustrated exports” for 
the home market. Such a calculation might lead to the con- 
clusion that the disequilibrium in the capital account is of only 
minor proportions—which is plainly contrary to the facts. It 
is better by far to look to more general indicators of inflationary 
pressure—the persistent rise in costs, the recurrence of wage 
demands, and, above all, the persistently very low volume of 
unemployment, the trend of which has been downwards. But 
if such proofs as these of the rising pressure of inflation show 
the dangers of relying too much upon the purely statistical 
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analysis, hey demonstrate also—what close observers sus 
at the time—that the last budget promised to be 4 —_ 
disinflationary even in the conditions in which it — 


x x * 


No Correctives in Sight 


While the Chancellor now in effect admits this, he plainly 


has no intention of making any heroic efforts to retrieve the 
ground which has been lost. There are to be “substantial but 
not spectacular” economies in administrative services, and 


there is to be another pruning of the investment programme. 
In addition—though Sir Stafford did not mention this—the 
budgetary position should be reinforced by an increase in the 
sterling value of Marshall aid. If the Chancellor does in fact 
stick firmly to the limit of £465 million which has been put 
upon the cost-of-living subsidies and if the internal accounting 
of receipts from ECA is honestly conducted (in the sense that, 
e.g., the Ministry of Food is debited with the full dollar value 
of ECA supplies), then these supplies will now be sold to the 
public at an average of 44 per cent more than before devalua- 
tion. In the current fiscal year, this might bring some 
£40 million of relief to the budget. 


Even with this reinforcement, however, there is evidently 
no prospect that the disinflationary policy will be pushed to 
the point at which it exerts any positive effect. The Chancellor’s 
aim, quite plainly, is merely to take some limited counter- 
inflationary action, to put a brake on the rise in sterling 
incomes, but never to impose such pressure as to create the 
general disinflationary slack in the economy which is indis- 
pensable if the requisite mobility of men and resources is to 
be obtained. Given this timidity in the budgetary approach 
to disinflation, it might at least have been expected that some 
attention might have been given to the possibility of recourse 
to monetary policy. No significance, presumably, need be 
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attached to the fact that this time the Chancellor did not 
reaffirm his adherence to the cheap money policy. But, if that 
is to be taken for granted, as he doubtless intends, the 
authorities might at least take the trouble to scrutinise their 
own lending arrangements. Having allowed the gilt-edged 
market to fall to a 3} per cent basis, it is high time that the 
rates charged for loans to local authorities were adjusted 
accordingly. At the present level of 3 per cent they give a 
Positive inducement to borrow in advance of need, and this 
not only tends to depress the market rate of interest now but 
will surely also increase the pressure on real resources later on. 


* * we 


“ Profiteering ” Markets? 


Although the excitement in Throgmorton Street in the 
unofficial dealings on September 19th gave pain to those 
ignorant of the mechanics of a free market—including, if one 
is to take his Llandudno speech at its face value, the Prime 
Minister himself—the most remarkable feature of the stock 
markets since devaluation has undoubtedly been the smallness 
of the price movements which have taken place. Anyone un- 
aware of the currency events of the last two weeks who com- 
pared the current price list with that of a month ago would be 
hard put to it to deduce that a financial earthquake lay between. 
This is well demonstrated by the monthly security index ‘com- 
piled by the Investors’ Chronicle, which covers a wider range 
than some other indices, and is usefully broken down into sub- 
indices. 


The latest index, made up to a date before the news of the 
increase in profits tax is reproduced overleaf. The comparison 
with August tells its own story. It will be seen that industrial 
ordinary shares rose, on the average, by only 3.9 per cent 
between August 25th and September 22nd (they have, of course, 
certainly lost the whole of this small gain since). Those groups 
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. .. the Barclays Group can help 


IN THE UNITED STATES 


With a coast to coast network of correspondent banks, a New York 
Office of Barclays Bank (Dominion, Colonial and Overseas), and a 
representative in San Francisco covering the West Coast, we can: 
@Get information for you on markets in the United States; 
@Introduce you to agents who can handle your goods; 

@Provide all the necessary banking services: 


IN CANADA 


pesciexs Bank (Canada), a Canadian Chartered Bank, with branches 
Montreal, Toronto and Vancouver offers the same services in Canada. 


IN THE UNITED KINGDOM 


Ask any Branch Manager of Barclays Bank Limited to explain to you 
how easily exporters can make use of these facilities, or write direct to 
54 Lombard Street, London, E.C.3. 


THE BARCLAYS GROUP OF BANKS 


CONSOLIDATED MAIN REEF MINES & ESTATE, 


LIMITED 


(Incorporated in the Union of South Africa.) 


Extracted from the Annual Report for the Year ended 30th June, 1949. 
CAPITAL, £1,247.602 IN £1 SHARES. ALL ISSUED, FULLY PAID. 


DIRECTORATE. 
W M. FPRAMES (Chairman), P. H. ANDERSON. W. M. BARCLAY. 
MAJOR C. 8. GOLDMAN P. 8. HAMMOND 
G V. R. RICHDALE. 


Tonnage Milled, 2,225,000. 
Total Working Revenue 
Total Working Expenditure 


Werking Profit 


Total Profit for the year 

Balance unzppropriated at 30th June, 1948 

Transfer from Shareholders’ Contingency Reserve .... 
Amount previously appropriated for Capital Expenditure, 
now reversed . 15,519 


£687,511 


Per ton milled 
£2,852,833 £164 
2,628,936 138 
£0 2 6 
a 


£226,260 
433,332 
13,468 


_ £223,897 


This amount has been dealt with as follows:— 
sil ct, 1946—Provision for outstandin 
Liabilities and Assessment in respect 

additional outstanding Liabilities 


a ere 
Forfeited Dividends Account 42,408 


£644,067 
218,320 


Leaving a balance unappropriated of (£425,737 


The available ore reserve was re-estimated as at 30th June, 1949, as 
ollows:— Value, wim. 


Oividends declared during the year: 
No. 78 of 8% per cent. and No. 79 of 82 per cent. .. 


Main Reef Leader 
South Reef 

Bird Reef 
Kimberley Reef 


4,175,000 .. 3.7 .. 66.1 


—_—— — 

There were in addition 1,233,000 tons of payable ore valued at 4.2 dwt. 
per ton contained in shaft and safety pillars not at present available 
for stoping. 

Comps ed with the estimate for the previous year, the available reserve 
decreased by 24,006 tons, the stoping width being @.1 inch less and 
valne unaltered. 

The shortage of European and native labour adversely affected mining 

rations, 

*perThe full Report and Accounts (with Plans of Workings) may be 
obtained from the London Secretaries, A. MOIR & CO., No. 4, London 
Wall Buildings, London, E.C.2 
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of industrials which made the best showing seem to be not so 
much the expected dollar-earners as the groups (such as 
i shipping, newspapers and radio) which had registered particu- 
; larly heavy falls in the preceding months. Outside the indus- 
trial market, gold mining shares, as the most obvious 
’ 






beneficiaries from devaluation, advanced by 12} per cent, but 
this was actually a smaller percentage rise than was recorded 


Poe 
4 pase: . otek ‘i 
aoe i ee 


au in July when the rumours of exchange adjustment really started. 
toa { Rubber, tin mining and base metal shares increased in very 
much the same ratio as gold shares, although here again the 











| 

4 “mn : . ; 

; percentage rise in price did not come up to the previous best 
4 monthly performance. Gilt-edged and industrial fixed-interest 
yg 4 stocks stood up to the month’s news virtually unmoved. 
4 This sober picture shows how grossly distorted was the im- 
qe ; pression conveyed to the general public by the headlines and 
; i news-photographs of the “Street” market. Inevitably, any 

DervatvuaTion Impact on STocK MARKETS 

i ¢ (Monthly Index of Investors’ Chronicie*) 

; June Aug. % Change 

ae 23, 25, = | in Last 
Ab 1949 1948 1949 th 
a i 5 ee a i Pa 
Fs ¢ ay Se ee ee i ; 
Fed | British Punds ..............2.0e000 | 322-2 116-9 16-4 | — 0-4 
vai Colonial and Dominion ............+. 121-0 13- 15-4 | + 14 
ce a U.K eau laa ige 133-6 121-7 124-3 +21 
Hae index Gilt Edged... 2... ......---- 125-6 117-5 18-7 (| +1-0 

“ Yadustrial Debts. .............-0000: 151-9 143-3 143-5 + 0-1 

a 2 =—-——i(its etna BPA. n 5 se 010 205 0 2 0d sins bon 116-4 108-3 108-4 | + 0-1 
i Index Ind. Fixed lat...............-. 1-1 | 195-6 | 125-0 | 4 04 
fa NG si sities Sin cecseincense 120-4 121-9 + 12 
a os ARAN icine vine 04000 eso <ppeee > 164-3 172-1 | +47 
ey Investment Trusts ..........--+++-08 45-8 47-4 + 3-5 
| NN ai 115-7 126-2 | 1353 | + 7-2 
OPWOUE 5. co ociecacccveivecsesees 265-1 iH 4 - os 

ee ctiadts vabbents ees teenie . +2 

SURMMNEIE...n0s's+ chogeup asco dueseee 214-7 209-8 209-4 | -— 0-2 

ical equipment .............-4+ 14-2 133-2 138-2 | + 3-7 
Food and tobaceo .......-...-+--0+ 115-8 114-8 14-5 | — 0-3 

Toon and steel . 0... 2... cece eee eeee 69-6 68-0 71-0 + 44 
MENT oc Sb cs dvctencdsncwkebeeden 156-8 157-5 165-4 | + 5-0 
sdiunaaiiecialeiiawaiigueneiiite | 136-3 132-6 144-5 | + 8-9 
PE nednilh-otachacidnaee otheuk 69-7 74-9 1-7 | + 2-4 
Vis sRa TEST eeKeeeeseceunve 4-2 91-1 144 1 + 6-9 
co ee nn es en SEE a3 at a8 + $-0 

Retail stores ...........2scecceescoe » P + 3 
Th Lhinde -idehpabbebieiee cha 15-9 15-1 68-1 | 427-5 
Silk POU. cscs sausbkinewevecane 91-5 91-5. %-6 + 5-6 
nc nalaie cle sdoca 55-6 57-0 59-8 | + 4-9 

Miscellaneous ........seseseseeeeee 271-9 278-1 288-1 | + 3-6 

IND 0 pty da stimeninaenh 31 133-9 1391 | +39 

Gold mining.............see00.00e0+ 110-4 127-0 142-9 | 412-5 

lead and zine ........--.+008 93-7 128-1 142-5 | 411-3 

fates 08 adipic 125- 133-4 138-9 | + 41 

iD nc ctesocecaeiinesarcans te caeee 243-9 271-3 278-9 | + 2-8 

MEME scoavaute coedencetaeaneal vs 44-4 49-9 | +12-4 

ND, on is dele eatasins gen Daeanemaaell 58-6 61-4 63-8 | + 3-9 

RMON. sais <o.s0n--s chew eased 90- 123-5 139-5 | +12-9 

inéex commodities and fand.......... 107-8 127-0 135-6 + 68 

index All Stocks ..................++ 124-3 128-1 133-4 | + 4-1 

(OES a6 = cee 13-6 15-3 16-9 | + 2-1 

Gas DORE. «cc cue vexunmnne 122-3 116-4 116-4 sf 

A Govt. stocks.........-0ce0e 129-3 118-9 120-7 | + 1-5 











* This index, which covers 200 securities in all, takes as base December 31, 1923= 100 





major change involves profits and losses in security dealings, 
but the investing community, taken as a whole, had little 
cause for satisfaction with the post-devaluation behaviour of 
markets. Obviously, the most astute operators have made 
profits, and it may disturb the Chancellor to reflect that the 
Treasury was among them. Armed with its fore-knowledge, 
and knowing that the gold share market would be strongest at 
the outset, it wasted no time in selling large blocks of the gold 
shares it acquired from the French. Perhaps Sir Stafford 
regards these tactics as a righteous effort to damp down 
speculation and confine as much of the profits as possible for 
the one speculator who can do no wrong. 


i; t ® * 
; Help from the Fund? 

el pnpmateahan Sec. sume ans. pant 2eee..cae 6 Ge Mose 
5 fruitful sources of advance information about matters 


of general Commonwealth interest. The latest “leak” of this 
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character was the report published early this week from the 
Australian capital that during the Washington negotiations the 
British representatives had made a formal request to the Inter. 
national Monetary Fund to restore facilities for the purchase 
of dollars from the Fund by Britain. The message from Can. 
berra went on to suggest that Australia would also be entitled 
to the facilities of the Fund and spoke in terms of a total 
“loan” to the two member countries of a little over $1,000 
million spread over the next three years. The best available 
information in London suggests that this “leak” is not Up to 
the usual standard of accuracy. The IMF decision which pre- 
vents those member countries receiving Marshall Aid from 
buying dollars from the Fund still stands. The arguments 
which underpinned the decision remain intact. The 
development which might conceivably have changed the 
situation is that the devaluation of sterling may in the eyes of 
the IMF have changed the position of Great Britain from one 
of fundamental disequilibrium to one of temporary dis- 
equilibrium and to that extent to have made Britain a more 
eligible applicant for assistance. 


It should, however, be remembered that the IMF 
decision banning ERP countries from access to its dollars 
was not justified by any argument relating to the economic 
position of the countries in question. It was based on the 
contention that the normal dollar requirements of these coun- 
tries would be satisfied by the Marshall Plan and that the 
dollar resources of the fund should be kept intact for the 
post-Marshall Aid period when, according to all available 
evidence, the dollar would remain a scarce curency. If the 
British representatives in Washington asked for a reversal of 
this decision, they must have been even more hard-pressed 
than the available evidence on the reserve position would seem 
to suggest. No word has yet come from the Fund to suggest 
that such a request was made or that it met with a favourable 
answer. As for Australia, that country not being a direct 
recipient of Marshall Aid has normal access to the facilities of 
the Fund and should be able to buy dollars from it up to the 
amount of about $50 million a year. 


* * * 


New Exchange Rates 


Apart from the devaluation of the West German mark, 
which is discussed in a following note, the principal 
currency decisions announced this week have been those by 
Switzerland, Italy, the Netherlands West Indies and Turkey. 
The Swiss announcement has silenced the rumours that there 
had been a wavering towards “ partial” devaluation, or at 
least to a system of differential rates involving a “ tourist franc” 
designed to cushion the impact on the hotel industry. Herr 
Nobs, the President of the Confederation, has described the 
maintenance of parity as Switzerland’s contribution towards 
world recovery, because it would induce an expansion of Swiss 
purchases from soft currency countries, In the long run, he 
declared, Swiss tourism would benefit from the spending of 
these increased export proceeds, and he hinted that this con- 
sideration would be strongly urged in any future negotiations 
of trade agreements involving an increase in Swiss purchases. 
Meanwhile, it seems evident that any special aid for the tourist 
services will not take the form of exchange manipulation. 

Italy has still not made any definitive move ; the only formal 
change so far is that the official exchange rates are now being 
based on the daily free rate instead of upon its average during 
the preceding month. This has avoided the lag which would 
otherwise have occurred in the response of the official rate. 
After being steady for some months at 575 lire to the dollar, 
the lira depreciated at one time to just over 636, but is now 
settling down at a little under 633 lire. This represents a fall 
of 9.1 per cent against the dollar and gives a cross-rate of 
1,772 lire for sterling, the effective depreciation of which in 
terms of the lira is on this basis reduced to 23} per cent. 


The Netherlands West Indies, the Philippines and Colombia 
have all announced maintenance of their dollar parities. 
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Similar announcements have also been made by 

en Hengnry, Jaquet, haul abk Chane’ es tare 
of these latter cases special considerations reduce the 
significance of the declaration. Iraq and Iceland have followed 
the Commonwealth members of the sterling area by a 30 per 
cent devaluation. Thailand has devalued by 20 per cent against 
the dollar, involving a reduction of the sterling rate from 
4o ticals to the £ to 35 ticals. 


* * * 


Prices after Devaluation 


The week has seen no startling changes in commodity 
prices. The absence of proper terminal markets for many com- 
modities lengthens the delay before the effects of devaluation 
become apparent. In Britain, the Raw Cotton Commission 
on Monday raised its selling prices for the second time within 
a week. All American types of cotton were increased by 1d. a 
Ib., and Egyptian cottons were increased by between 4d. and 
3d. a lb. The new cover quotation for American cotton is 
29.15d. a lb., for Brazilian (Sao Paulo) 28.90d. and for Egyptian 
(Giza 30 and 7) 38d. a lb. Even so, it is generally believed 
that the Commission’s new prices are still below replacement 
costs. The Commission’s case is that it is holding large stocks 
of cotton bought at much lower prices and that it is averaging 
the cost of replacement over its whole stock. This policy, 
however, prevents the building up of a reserve fund to enable 
it to reduce its selling prices when world prices fall. 

The London wool sales opened on the Thursday following 
the devaluation. Prices were on the whole higher than at 
the closing sales in July. Greasy merinos were 5 per cent 
dearer, and crossbreds were between 7} and ro per cent dearer. 
There was no evidence of any American buying, and unless 
activity in the American wool textile industry increases, pur- 
chases by the United States this season may not (in spite of 
the devaluation of sterling) be much larger than last. York- 
shire dominated the market as usual, but appeared to be buying 
only for current needs. France, Belgium and Switzerland were 
the main continental buyers. Even in this market, which was 
very well attended, a general air of caution was apparent, with 
buyers waiting to see how prices in general will move and 
whether consumers will be in a position to pay more for finished 
products. In the Calcutta tea market, however, American 
buyers have been much more active than of late and prices 
generally were bid up by between 3d. and 6d. a Ib. 


The American markets have, as yet, shown little change. 
The cocoa price has dropped slightly but there has so far been 
no active dealing at the new level. Base metals, with the 
exception of lead, have held their prices, though at the begin- 
ning of the week the Ministry of Supply reduced its selling 
price of tin to the United States from 103 cents a Ib. to 95 
cents. Last week a leading American custom smelter 
reduced its price for lead from rs cents a Ib. 
(equivalent to £121 a ton) to 147 cents (£118). This 
move has not yet been generally followed by the market 
or by the Ministry of Supply. In March the fall in the price 
of lead in the United States precipitated a general decline in 
base metal prices. The experience may not be repeated, but 
this weakening of price might suggest that American recovery 
from the recent recession may not be so secure as is generally 
believed. 


* * * 


Revaluation Clauses 


The devaluation of sterling has brought into operation 
the exchange revaluation clauses which are incorporated in a 
number of payments agreements negotiated by Britain. The 
list of such agreements carrying revaluation clauses expressed 
either in gold or in terms of the rate of exchange between 
the two contracting parties was last officially announced in 
Parliament in November, 1947, as follows :—Argentine 
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the Belgian Congo, Brazil, Iran, Paraguay, 

‘ortugal, Sweden and Uruguay. Since this list was published 
Chile has come into the group of countries enjoying a reciprocal 
exchange guarantee on its sterling holdings, while Brazil has 
dropped out of the list as the result of the new payments agree- 
ment negotiated with that country last year. 

The revaluation clauses on Argentine accounts are expressed 
either in terms of gold or dollars. These, however, are un- 
likely to cause the British Government any appreciable loss. 
Argentina has been rapidly running down its sterling holdings, 
and can now hold litth more than negligible balances in 
London. Some of the confusion regarding the Argentine posi- 
tion was due to the fact that the apparent exchange reserves 
reported in the Argentine Central Bank returns have included 
the {100 million advance made by Britain to Argentina under 
the Andes Pact and intended as an advance payment for the 
subsequent year’s imports from Argentina. Over this period 
there have therefore been no current sterling receipts by Argen- 
tuna, the proceeds of whose exports to the sterling countries 
having merely been used to repay this advance. If all amounts 
due by Argentina to residents in the sterling area were in fact 
paid, it is probable that the Argentine accounts in London 
would today show an overall debit balance. Revaluation in 
respect of these should therefore cost little or nothing. 


The revaluation clause in the case of Argentina also applies 
to the net forward position which that country may have 
covered in respect of her prospective sterling receipts for four 
months. It is, however, the net position that is involved, and 
since there are substantial amounts still due to Britain in respect 
of short-fall of deliveries under the Andes agreement, it may 
well be that the net position to which any revaluation condition 
would apply will be found negligible or non-existent. The 
position regarding the Argentine meat contract was somewhat 
clarified by the Chancellor this week when he admitted that 
the price would have to be re-negotiated ; no automatic guaran- 
tee had been given to the Argentine Government but in the 
negotiations, the British side “indicated” that meat prices 
would be discussed again “ if the sterling-peso rate of exchange 
was varied as a result of action taken by us.” If Britain 
gives way on this issue, it can only be on the ground that a 
reduction in the meat ration could not be tolerated so near to 
a General Election. If, however, the British Government gives 
ground on meat, it may also have to do so in the prices paid 
for coarse grain to Argentina, and this in turn might well bring 
into question the other contracts for coarse grains, including 
that with the USSR, which have been established on a sterling 
basis. 


Of the other countries enjoying a gold or dollar guarantee, 
Portugal and Iran will be the main beneficiaries. The revalua- 
tion guarantee to Belgium is based on the direct sterling-Belgian 
franc rate, which, as a result of the differential changes in 
parities announced last week, has involved a 20.4 depreciation 
of sterling. The consequent writing up of Belgian sterling 
balances will certainly lift these balances above the gold ceiling. 
This is therefore a case in which the devaluation of sterling 
will involve an immediate and probably quite substantial loss 
of gold. The revaluation guarantecs to Latin American coun- 
tries, including Chile, Paraguay, Uruguay, will reflect the full 
depreciation of sterling in terms of dollars, since those countries 
have for the time being decided to remain at parity with the 
dollar. The losses involved, however, should be small. 


* * + 


Devaluation of the D-Mark 


The new conversion rate for the D-mark is still not finally 
fixed. The long delay has inflicted much damage on Germany’s 
foreign trade, which has been practically paralysed since Sep- 
tember 19th. Against this damage may be set the psychological 
value of restoring the prewar relationship of the mark to the 
dollar. The provisional decision of the High Commission to 
approve a devaluation of the D-mark by 20.6 per cent would 
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bring the D-mark back to the old parity of RM4.20 to the 
dollar. 


The German authorities proposed a cut of 25 per cent to 
the High Commissioners, and have protested against French 
stipulations designed to reduce German competitive power ; 
but it should be noted that a body of German opinion favoured 
the rate of DM4.20 to the dollar that has now been approved 
by the High Commission, subject to further discussions. The 
conversion rate which valued the D-mark at 30 cents was 
fixed only eighteen months ago, and for a considerable range 
of German exports has not proved excessive. Last year, before 
increased production and efficiency lowered costs, one authori- 
tative German survey estimated that a cut of 10 per cent would 
render exports adequately competitive. The British action 
brought demands varying from a cut of more than 30 per cent 
to no cut at all, In general, an enquiry among business circles 
made last week by the Handelsblatt brought the reaction that 
industry preferred to limit devaluation and forgo an advantage 
in exports. Those business men who are not keenly imbued 
with the export spirit, in spite of the extent to which internal 
demand has dried up this year, recalled that, after all, the export 
markets absorb on an average only about 20 per cent of western 
German production. 


The devaluation to a 23.8 cent mark (if adopted) will increase 
the cost of imports by one billion marks during the current 
Marshall year, 1949-50. The German Federal Republic takes 
from hard currency areas nearly 40 per cent of its total imports ; 
these are largely accounted for by grain imports from the 
United States. It is faced during 1949-50 with a dollar gap of 
$750 million, dollar imports amounting to $1 billion against an 
estimated export total to the dollar area of a mere $250 million. 
The prospects of expanding dollar exports are viewed with 
pessimism, now that Britain, France and other European com- 
petitors have devalued to a greater extent than Germany. 


Furthermore, increased costs of imports are likely to upset 
the prospects of lower prices, stabilised wages and a tax reduc- 
tion for business enterprises with which the German economy 
had reckoned. The Government has announced that there will 
be no rise in food prices, but that the increase in this sector 
will be met by means of subsidies. It is hard to see in these 
circumstances how taxation can be reduced in order to enable 
manufacturers to re-equip their plants ; and the trade unions, 
hitherto extremely accommodating, intend now to come forward 
with fresh wage claims. 


Industry and Trade 


Freer Trade in Europe 


Britain’s opening bid in the move to free European trade 
was made by the President of the Board of Trade on 
Thursday when he announced that a number of goods imported 
into Britain on private account would be transferred from 
specific general licences to open general licences as from 
October 5th. Last July, the British Government notified the 
Organisation for European Economic Co-operation that it was 
willing to remove import restrictions on a wide range of 
goods provided that Britain was not involved in a loss of gold 
or dollars. The OEEC supported this move and requested 
member countries to submit by October 1st similar lists of 
goods on which they were also willing to abolish import 


licences. The only other country which has so far published 
such a list is France. 


The British list is impressive. Admittedly, it covers only 
goods imported on private account, but the range includes all 
groups of imports. A number of important classes of goods, 
however, have been omitted. They are mainly goods which 
are made in Britain but not freely available to the home 
market, for example, motor-cars, typewriters, nylon stockings, 
silk goods, carpets and pianos. The total import value of the 
goods now placed on open general licence amounted to £75 
million last year or about half of the total trade on private 
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Caney from OEEC countries. This at least shows that the 
ritish offer is meant seriously. TR eee 
The open general licences will apply to all countries except 
those generally known as “hard currency” areas. Thus the 
United States, Canada and the dollar account countries of 
Central and South America as well as Argentina, U 
Japan, Russia, countries of eastern Europe, Belgium and the 
Belgian Congo, Luxemburg, Switzerland and western Ge 
are all excluded. It is impossible to assess the effect of such 
freedom to import, but it should afford some element of com: 
petition in the home market and it may even help to restrict 
a general rise in prices caused by devaluation. What is more 
important is that this list is only the first move ; it is hoped to 
complete the liberalisation of European trade by progressive 
stages by 1951. The next step must await similar announoe- 
ments from the other OEEC countries. 


w * w 


Radiolympia sn 


The second postwar exhibition of the British radie 
industry was opened by Mr Herbert Morrison on Wednesday 
after a confused weekend in which its opening had begun to 
seem improbable. The woodworkers and painters working on 
the stands went on strike on Saturday, claiming the higher 
wage rate which was being paid by some small firms, On 
Monday they were joined by the electricians. Work. was 
resumed on Tuesday morning, but the organisers, the Radio 
Industry Council, were obliged to cancel the invitation day 
for special visitors which was to be held before the general 
opening. The exhibiting firms had allowed themselves nearly 
a week of preparation instead of the usual three days; but 
this did not save them from being driven by an opportunist 
strike into a situation in which some of them were obliged to 
pay high prices for labour in the last-minute rush. 


The radio industry has made an effort to reduce its prices 
and stimulate sales. Since the last exhibition was held in 1947, 
the price of an average portable radio set has fallen by 18 per 
cent, and at least five manufacturers show receivers priced at 
less than £10 without tax. Manufacturers are finding it more 
difficult to reduce the prices of television sets, but four firms 

¢ showing sets which cost (without tax) less than £40, and one 
of these costs £30. 


The show is organised primarily for the home customer, but 
the radio industry does a considerable export trade in radio 
components and electronic equipment. British firms manu- 
facturing in Canada expect to be able to compete with American 
manufacturers of television receivers, but there seems to be no 
faith in the practicability of exports of complete television sets 
from Britain to the United States. The American market for 
television equipment, and particularly for cameras and testing 
apparatus, is more promising. A British firm is shortly to 
demonstrate in Washington a British-built transmitter working 
on the American system, in the hope of proving the British 
claim to transmit a better picture. When the building 
of new television stations in the United Statcs is resumed in 
the near future, British firms may be in the field for contracts 
for these complete stations. 


Pye Limited is one of the few British firms interested in the 
industrial uses of television. The market for individual applica- 
tions is held by some’makers to be too small to cover the deve- 
lopment costs, but this firm estimates that its development costs 
on the new closed-circuit colour system which it is demonstrat- 
ing could be covered by the sale of three of the transmitters. 
The high cost of colour receivers would make it impracticable 
at present to use the colour television process for entertain- 
ment. It is to be marketed in this country for teaching and 
commercial uses and, presumably, for the monitoring of nuclear 
reactions which has to be done in colour if the reactions are to 
be interpreted correctly. Export sales are not to be undertaken 
until further development work has been done. 
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W... sudden overload or storm damage interrupts the 
mains, you will see, in any darkened urban area, some few lighted buildings 
here and there: hospitals, factories, public buildings, stores and cinemas. 
Places where sudden darkness holds risks too great to be tolerated and a 
battery stands by against emergency. In buildings such as these, all over 
Britain, Chloride Batteries are on duty; and the list of new installations 
increases steadily. The Chloride Electrical Storage Company, originators 
and makers of the Keepalite automatic emergency lighting system, have over 
50, years’ experience of battery design 
and manufacture. Chloride, Exide 
and Exide-Ironclad Batteries can be 
trusted: and they are. 








THE CHLORIDE ELECTRICAL 
STORAGE COMPANY LIMITED 
Exide Works, Clifton Junction 
near Manchester 
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“THAT'S OUR NEW WORKS 
SPORTS PAVILION OVER 
THERE—ALL THE PARTITIONS. 
LOCKERS AND FITTINGS 
WILL BE STEEL— 
sy Sankey-Sheldon 
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Drawn from a bamboo bicycle 
1} in the possession of Mr. John 
i| Miller, F. I. Cyc. T., Romford. 


Have you ever seen 
a bamboo bicycle ? 


A few ‘safety’ bicycles with bamboo frames were made 
in the late 1870s when it was found that using solid steel 


| bars made the new machine too heavy. The inventiveness 


| the development scheme that is giving us | =§_——-—--— 


| possible the vigorous industry that em- 


of the men in steel soon found a cure for that — in the steel 
tube, strong and light — and the ‘ safety’ became a practical 
job in 1885. 


SUNDAY BREAKFAST. 


Our exports of goods made from 
Steel are now twice the pre-war 
volume and in value almost half 
ofourtotalexports. They include 
bicycles, which have a ‘sure co 
fire’ sale wherever they go, to the 
tune of over £20 million a year. 
It is, of course, by those exports that we live and eat, so you owe 


STEEL'S SHARE IN BRITISH EXPORTS 


OTHER EXPORTS EXPORTS MADE OF STEEL 





_ your Sunday breakfast in a way to the 70-year-old bamboo bicycle! 


PRIVATE FORESIGHT. This sort of development now is 


all in the decade’s work for our steel industry, which indeed may be 


| said to have changed its whole nature with the changes and chances 


of each succeeding generation. To-day the focus of attention is on 





ever-increasing quantities of steel. But let 
us not forget that only the foresight and 
inventiveness of our pioneers in steel made The industry's own 


| 18,000,000 TONS 





£240-million develop- 
_ barked on that bold enterprise as soon | ment plan ensures us 
| as the war was over. a capacity of 18 mil- 
lion tons in 1952 — 
the figure agreed on 
with the Government 


as the right level. 


is serving you well 


' gRITISH IRON AND STEEL FEDERATION 
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Dollar Steel for the Motor Industry? 


British car prices have been reduced by an average of 
20 per cent in the American market, and the few British 
manufacturers who have established themselves in that 
market believe that they can sell every car which they can 
send to the United States within the next three or four weeks. 
When the pound was devalued, American dealers held among 
their stocks about 1,000 Austin cars and 500 cars of the various 
Nuffield makes. These were sold within a few days. Manu- 
facturers were at first inclined to treat the telegrams which 
came in from their American dealers as “ panic” orders ; but 
the tone of overseas buyers attending the Motor Show suggests 
that the immediate stimulus to sales may last for a while yet. 

The industry has taken the occasion to re-open its campaign 
with the Ministry of Supply for increased steel allocations. Its 
capacity has been increased, largely as a result of the war, to 
about 800,000 vehicles a year ; but the manufacturers are still 
getting supplies of steel appropriate to their prewar capacity of 
about 500,000 vehicles. They do not wish to incur the odium 
of depriving the home market of its quarter-share in the present 
output. They also argue that a larger output would enable 
them to spread their overheads more widely and reduce their 
prices, and that this would stimulate exports further. 

Home production of sheet steel for the motor industry can- 
not be quickly increased, but the steel could be imported from 
hard-currency countries. In preliminary talks between the 
Minister of Supply and the motor industry this week, a case 
has been put forward for spending dollars on the import of 
steel in return for an assurance from manufacturers that more 
dollars will be earned by the sale of cars. The Minister would 
have to be assured that the extra steel was not used for sales 
to the home market or to soft-currency countries. This means 
that in allocating the extra steel he would be obliged to dis- 
criminate against the many British manufacturers who have 
not felt able to undertake marketing arrangements in the United 
States. 

Although manufacturers were threatened in the past with cuts 
in their steel allocations if they failed to export a full 75 per 
cent of their production, the threats were not carried out in 
practice. The industry has again begun to wonder whether 
the Ministry of Supply might begin to withhold steel from such 
firms and from other manufacturers whose dollar earnings are 
low, and to allow more to those who can expand then hard- 
currency sales. Such action would bring some dislocation to 
the motor industry and would be a threat to “ full employment ” 
as at present interpreted. The industry feels it to be more 
probable, therefore, that a favourable decision will be reached 
on the allocating of foreign steel to one or two manutacturers. 
But, if the decision is made, the final choice of firms and the 
proportions to be allocated to them will raise some difficult 
questions, 

* * a 


Radical Talk on Productivity 


The steel founders’ productivity team—the first of the 
teams sent to the United States by the Anglo-American Pro- 
ductivity Council—has produced a startling report*: imagina- 
tive, reasoned and blunt. Its members estimate productivity 
in the American steel founding industry (measured in man- 
hours per ton) to be between 50 and go per cent higher than 
in the British ; and their report seeks to explain not only the 
technical and trading differences, but also the differences of 
social atmosphere, which produce that result. The cause is not 
to be found im the use of large numbers of skilled workers. 
American foundry labour is, by British standards, conspicuously 
unskilled. The trade union organisation is not on a craft 
basis, and more than half the workers are coloured. “The 
exercise of skill has been taken from the shop floor into the 
pattern-shop, the methods oifice, and the brains of the super- 
visors.” Where skilled men are found on the shop floor, they 


* Productivity Team Report: Steel Founding. Anglo-American 
Council on Productivity. 3s. 
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are fully serviced by lower-grade men: “ Since labour. j 
expensive, the best possible use is made of it.” * 
The report makes detailed comments and suggeseions, ’ 
few main points on American methods and organisation * 
be picked out. More machines are used than jn Brita. 
Technical innovations are more readily taken up; methods 

still being hesitantly tried out in Britain are in wide use 
Americans, who have not waited for corroborative ovidiags 
Standardisation is advanced, and price policies are devised to 
encourage long runs. The product is expected to be physi 
adequate for its purpose—not analytically flawless, Power js 
freely used and freely available ; the fear of power cuts js not 
present to deter innovation. Wage systems are simple. Incen. 
tives—crude, direct and powerful—seem to have struck the 
British team with the force of complete novelty. There 
says the report, be a direct incentive: “It is a waste of effort 
to act as though abstruse economic problems can be understood 
by the whole population.” Those problems must be under. 
stood by the leaders who influence policies and negotiate 
ments. The rewards of productivity must be shared not only 
by workers and technicians, but also by the investors who lock 
up their money in productive equipment, and by the customer 
whose co-operation may be needed. 

The authors of the report had not had the opportunity of 
hearing the Chancellor of the Exchequer remark on Tuesday 
that “ nothing—and I mean literally nothing—should be done 
to increase personal incomes arising out of wages, profits, dr 
salaries.” They did, however, perceive whither the search for 
incentives might lead: pes 

Increased wages in the hands of the population eles 
as an incentive unless they can puncieane pends conrcegue ainene 
some proportion to the increased productiveness of effort. 

In the ethical climate of this week, it appears that hardship— 
not ¢ffort—is to be the ground for ‘better pay. But the steel 
founders’ team was already aware of the different society with 
which, in the United States, it had to deal. Ii was aware of 
“a widespread degree ot productivity-consciousness "—which 
it distinguishes from “ production-consciousness.” It perceived 
the incentives at work, and observed the sovercignty of com- 
peution, Its report therefore turns, and rightly, on the ques- 
tion: “Is high productivity really desired ?” And before too 
easy assent is given to that question, it substitutes another: 
“Over what features in the British industrial system does the 
desire for high productivity take preference ?” Such penetra- 
tion will upset many of the preconceptions on which industry, 
labour and government in this country have long been content 
to act. 
* * * 


Higher Wheat Price 


The devaluation of sterling and of the Canadian dollar has 
raised difficulties in the operation of the international wheat 
agreement which came into force last July. The maximum 
price for the current season was put at $1.80 a bushel and 
the minimum at $1.50, both quoted in terms of Canadian 
currency as determined by the International Monetary Fund 
on March 1, 1949. Since the Canadian dollar has been de- 
valued by ro per cent in terms of US doilars, the question 
arose whether the limits would continue to be $1.80 and $1.50 
or $1.98 and $1.65 in Canadian currency. The executive of 
the Wheat Council, however, has ruled that the prices fixed in 
the agreement were in fact related to the price of gold in 
terms of Canadian currency, and since, through the devaluation 
of the Canadian dollar, the price of gold has risen, the new 
limits for the current season will be $1.98 a bushel maximum 
and $1.65 a bushel minimum. In terms of American currency 
the old price limits still hold. 

This interpretation of the wheat agreement does not affect 
the British wheat contract with Canada, which still has this 
season to run Under the contract Britain agreed to pay $2.00 
a bushel (Canadian currency) which at the time was equivaleat 
to tos. With the 30 per cent devaluation of sterling and the 
subsequent 10 per cent devaluation of the Canadian dollar, 
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the sterling equivalent is now 13s. a bushel. But Britain’s 
purchases from Australia will cost more, even though Aus- 
tralia followed sterling all the way down. In terms of sterling 
the price limits under the agreement before devaluation were 
gs. a bushel] maximum and 7s. 6d. a bushel minimum, and 
the price agreed to by Britain and Australia would have had 
to be within this range. The new sterling equivalents of 
the limits are 12s. 10d. a bushel maximum and ros. 9d. a 
bushel minimum. Australia is, therefore, now guaranteed a 
higher minimum price, while Britain is now confronted by 
a higher maximum. It looks as if the experience of the first 
postwar international marketing scheme may not be a happy 
one for consuming countries, particularly as the price range 
was from the outset put fairly high. 


bi * * 


International Commodity Clearing House 


The existence of surplus food supplies in certain countries 
with under-consumption in others, owing to the non-converti- 
bility of currencies, has spurred the Food and Agriculture 
Organisation to examine the whole problem of commedity 
policy. A committee was set up in July for this purpose, and 
its report on world commodity problems has been sent to 
the 58 member countries. It will be examined at the November 
meeting of the FAO Council. The committee has recom- 
mended the creation of an International Commodity Clearing 
House (ICCH) which would permit producing countries 
to maintain a high level of output of agricultural commodities 
and would render unnecessary such restrictive measures as 
the destruction of crops. At the same time importing 
countries which, for lack of foreign exchange, are now unable 
to buy. as Much as they require, would be able to buy from 
the ICCH at full price in their own currency or at reduced 
prices in the currency of the supplying country. 

This is an imaginative proposal. The ICCH wou'd be a 
public corporation with a capital equivalent to $5 billion con- 
tributed by member countries in their national currencies. 
Only 20 per cent of the authorised capital would be initially 
called up; the remainder would be called upon as needed. 
The payments would be earmarked for use in the contributing 
country to buy commedities declared in surplus supply. The 
ICCH would not interfere in normal trade ; it is intended only 
to facilitate the disposal of surplus goods. 

Such a scheme would in itself raise many questions. There 
must, of course, be an agreed definition of “surplus goods.” 
Goods are ordinarily in surplus supply only because their price 
is maintained at an artificially high level. It is possible, 
theoretically at any rate, to calculate an average cost of preduc- 
tion for each commodity and for each country, and this might 
be used as a basic “ floor” price below which the market price 
would not be allowed to go. But then the question arises: on 
what level of output should the cost of production be 
calculated ? Again, what is the “ full price ” at which importing 
countries buy these surplus goods in their own currency ? Is 
it the support price set by the producing country, or a world 
market price ? What happens to a country like Britain which 
would be mainly a purchaser of goods, presumably in sterling, 
when it has few.or no agricultural goods in surplus supply — 
Part of the sterling so obtained could no doubt be used to help 
other countries to purchase sterling area products, but a time 
could be foreseen when the ICCH might be holding an 
embarrassing quantity of sterling. In fact, the ICCH would 
tend to become an_ international bank, exchanging 
inconvertible currencies against one another. But in that case, 
might it not be necessary to extend its scope to cover manu- 
factured goods—so that “surplus” agricultural commodities 
could be exchanged against “surplus” manufactures ? 


* * * 


Pakistan and India 


The jute trade in the InZian sub-continent is virtually at 
@ standstill. The Pakistan Government is stiJ] attempting to 
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sell at the old price in terms of Pakistan currency (its own 
rupee has remained at par with the dollar, and is now at 2s. 2d., 
compared with 1s. 6d. for the Indian rupee), while in Calcutta 
mefchants are refusing to buy raw jute at the premium of 
44 per cent which arises from this disparity between the two 
rupees. Apart from jute, Pakistan also sells to India raw 
cotton and food grains when they are available for export. 
India, for its part, exports to Pakistan coal, sugar and manu- 
factured goods, particularly cotton cloth and jute goods. Given 
the new rates of exchange, Indian goods (if export prices are 
unchanged) now become 30 per cent cheaper in terms of the 
Pakistan rupee. In the long run, the relative prices of imports 
and exports between the two dominions would depend upon 
relative elasticities of demand. At a pure guess, India might 
have almost as good a chance of raising its prices to Pakistan 
10 the full extent as Pakistan has of extracting the full premium 
for its exports to India in terms of its own unchanged rupee. 
But even before the short run has expired, some action to 
remedy the present muddle in trade and the rupee exchange 
will be inevitable. The more probable outcome would be the 
devaluation of the Pakistani rupee to bring it once again into 
line with the Indian rupee. During the past fortnight illicit 
trading between the two dominions has increased enormously— 
an inevitable consequence of distorted exchange rates which 
cannot be defended in the absence of any administrative 
mechanism for exchange control, The Pakistan frontier is 
wide open for trade of this kind, and extreme pressure on the 
Pakistan rupee through the unchecked flight of capital is quickly 
developing. The Pakistan Government no doubt felt justified 
in trying to maintain its rupee at the old dollar value. The 
new dominion needs capital equipment, and by maintaining its 
rupee rate no doubt expected to be able to reduce the rupee 
cost of such imports. It now remains to be seen whether this 
policy will work or whether it will create pressures so extreme 
as to defeat its object. 


* * * 


Repayment of Czech Debts 


Settlement has at last been reached with Czechoslovakia 
on the repayment of its debts to Britain. The Czech Govern- 
ment has agreed to pay £8,000,000 over the next ten years for 
British property nationalised or expropriated: £5,000,000 of 
this sum is to be paid within the first five years. In addition the 
Czech Government will repay the debts owing to the British 
Government and private creditors. The sum agreed to is 
£28 million, which will be repaid over a number of years, 
unspecified, but £10 million of it will be made available in 
the next five years. In total, therefore, Britain is to receive 
£36 million, of which Czechoslovakia has undertaken to pay 
less than half: (£15 million) before the end of 1954. The 
original British claim was for £40 million—{1o0 million as 
compensation for sequestrated property and £30 million for 
repayment of debts. The agreed figure is admittedly somewhat 
reduced, but the efforts of the British negotiators have not 
been in vain. 

To enable Czechoslovakia to meet these financial commit- 
ments, the repayments over the next five years have been 
incorporated into a general trade and financial agreement. 
Czech exports to Britain are to total £10} million a year ; 
£3.000,000 of these earnings will be set aside for compensation 
and debt repayment, making a total of £15 million over the 
five years of the agreement. The remaining £7,500,000 of the 
annual earnings will be used on purchasing goods and services 
from Britain and the sterling area. A list of specific exports 
from Britain—mainly machinery, cotton yarn, chemicals and 
medical supplies—accounts for £1,500,000 each year, and 
the balance of £6,000,000 will no doubt be used by Czecho- 
slovakia to buy raw. materials from. the sterling area, in 
particular rubber, wool and cotton. British imports from 
Czechoslovakia will include timber (15,000 standards of soft- 
wood are scheduled in the first year), machinery, 25,000 tons 
of sugar and a variety of manufactures. 
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INSURANCE SURVEY 





Nationalisation Examined 


HEN Lord Beveridge prepared his famous report he 
gave a good deal of attention to the industrial life 
offices, and came to the conclusion that they should be 
nationalised. His advice to the Government was that the 
state should have a monopoly of the use of collectors, and be 
empowered to issue policies (either direct or through 
collectors) up to an amount of £300 each. In other words, 
no office, proprietary or mutual, would be allowed to carry 
on industrial life insurance ; and the Government would not 
be allowed to grant a non-industrial policy for more than 

300. 

If this recommendation had been followed, the Prudentual 
and the Pearl—big composite offices—would have been 
taken to the operating theatre and cut into two almost 
equal parts, of which one would have been hurried away 
by the Government, and the other handed back to the 
shareholders for resuscitation and the resumption of normal 
life. The recommendation was not followed. Industrial life 
insurance was not nationalised and the question of an opera- 
tion did not arise. But now the intelligentsia of the Labour 
Party have decided to proceed with the scheme of nationalisa- 
tion, and have been taking another look at the patient to 
determine whether Lord Beveridge’s operation is either 
necessary or desirable. They have decided against it. They 
have dismissed the surgeon and declared that this is a case 
for adoption, not operation. When the voter’s decision has 
been reached at the next General Election, a good home will 
be ready for the patient. 


The point at which the Labour Party openly differs 
from Lord Beveridge is in the results that would follow 
from dividing up the offices. Lord Beveridge assumed 
that the division was possible and could easily be made. The 
Labour Party manifesto challenges that view. It says that if 
the industrial sections were segregated and nationalised by 
themselves, confusion would follow, and that the only 
practicable course will be to take over all the business, 
absorbing at one gulp the ordinary life, the fire, the accident, 
and the marine departments (at home and abroad) of such 
great composite offices as happen to cater for working 
class life insurance in this country. It may be that Lord 
Beveridge was wrong and that the Labour Party proposal is 
right in this forecast of chaos, but the difference between 
the two opinions springs probably from the fact that the 
Beveridge scheme was worked out in the calm atmosphere of 
a world war, whereas Labour is thinking about the votes it will 
need in the turmoil of a General Election. In other words, it 
has its eye on the agents and collectors. These men, who work 
for the industrial offices and societies, are said to number 
on 65,000, and with their womenfolk they must account 
or nearly 100,000 votes—a block not to be sneezed at in 
a close fight. And if they draw, as they are believed to do, 
substantial commissions from fire and general business, they 
would naturally resent any change that cut them off from 
this source of income. their resentment they might on 
election day put their crosses against the wrong name ; and 
it may well be that possfbility, rather than the danger of 
confusion and chaos, that has guided the hand of the Labour 





Party in drafting its proposals. Indeed, page 20 of “Labour 
Believes in Britain” is unmistakably directed at the agents’ 
vote, for it openly offers them more security, no dismi 
greater benefits, more trade union representation, and ful] 
compensation for their book interest. 


x 


li the back-room boys of the Labour Party are right in 
suggesting that Lord Beveridge underestimated the di 
of separating industrial from general business, they, them- 
selves most certainly miscalculate the effect of their own 
proposal to take over “ as they stand the Prudential, the Pear! 
and the other offices doing industrial insurance and the larger 
collecting societies.” They realise the dangerous possibilities, 
but look at them through the wrong end of their field-glasses 
to make them at once remote and trivial. 

In handing a bouquet to the insurance industry as a whole 
they say: 

The insurance industry has rendered great service to the 
community. Millions of people have been protected against 
the hazards of life and every single person has benefited 
indirectly from the overseas earnings of insurance. 


But they then proceed: 


Industrial assurance companies, however, conduct only a 

small proportion of total overseas insurance. 
Both these statements are correct, but the second statement, 
in which the sting lies, would be true of almost any British 
company. The invisible exports of British insurance are made 
up of contributions from a large number of offices and a 
large number of underwriters ; and with one or two possible 
exceptions each of the tributaries by itself provides only “a 
small proportion” of the full stream. What the Labour 
election pamphlet obviously wants its readers to believe is 
that the foreign business of the Prudential and the Pearl is 
negligible, and that the loss of this business can from 
the national point of view be disregarded. In the light 
of this implication it is worth while to examine the figures of 
the two offices and see how they are made up. Their total 
premium income is almost £100 million a year, drawn from 
industrial life and from fire, accident, ordinary life, motors, 
sinking fund and marine ; between industrial life and the 
other departments, the split in round figures is: industrial 
life, £52 million ; other business, £48 million. How much 
of this £48 million is drawn from the two companies’ overseas 
enterprise is not precisely known ; but it is known that the 
American subsidiary of the Prudential had a dollar premium 
income equivalent in 1947 to £1,130,000 and in 1948 to 
£656,000 (at the old rate of $4.03 to the £). The Prudential 
has branches or agencies in not less than 32 countries apart 
from the United States, and the Pearl has branches or chief 
agencies in not less than 34 ; and as the offices are 
by very able business men it may be safely assumed that the 
income contributed by these 67 outposts is at least substantial. 
If no premiums or only negligible premiums were produce 
the foreign field would be abandoned as sterile. In fact the 
income derived from abroad by the composite i 
offices is probably a little under £20 million a year. 
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So the Labour Party’s innuendo—that the overseas busi- 
ness of the offices is negligible—cannot be supported by 
facts and can fairly be called misleading. In an electioneering 
manifesto, where a high level of candour is not to be expected, 
that is not surprising and in itself the statement is not signifi- 
cant. But the inference to be drawn from it is very significant 
indeed. Why do Labour’s intellectuals think it necessary to 
belittle this overseas premium ? Why do they dismiss it as 
unimportant ? They do it because they know that when 
these offices are nationalised the overseas connection will 
be put under sentence of death, and they find it prudent to 
discount and minimise in advance the value of what they 
are proposing to destroy. 


If their policy is carried out their expectation will certainly 
be fulfilled. When foreign nationals know that the Prudential 
is not the old Prudential, nor the Pearl the old Pearl, but that 
both are the British Government camouflaged to look like 
two different imsurance companies, then the pseudo-offices 
will find themselves involved in a double tribulation. They 
will have lost the good will of their most important overseas 
policy-holders, and they will also strengthen and sharpen the 
protective instincts of the foreign governments. The certainty 
that the good will of the policy-holders will be impaired can 
easily be demonstrated by the dependence of insurance com- 
panies on the business of industrial concerns—large, medium- 
sized and small—managed on capitalist lines by capitalist 
owners, to most of whom nationalisation is the abomination 
of desolation standing in the holy place. If, for example, 
the two companies had been nationalised in August, 1949, 
what chance would they have had of holding their position 
in America ? A campaign against the British Government 
and its schemes of nationalisation hardly provides a con- 
genial atmosphere for inspectors and managers in their task 
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of persuading old clients to continue their policies and new 
clients to take out new ones. Can it be doubted that in 
America certainly, and in most other countries probably, 
nationalisation would kill the business of the nationalised 
companies and react heavily on the business of the other 
British offices not yet taken over ? 


Behind the foreign policy-holders lie the foreign govern- 
ments. For fifty years the habit of protecting native in- 
surance companies against invaders from abroad has been 
increasing, and has been met with growing difficulty by the 
great British offices. Thanks to the skill and energy of 
their management the offices have succeeded in maintaining, 
and even increasing, their premium income from overseas ; 
but their proportion of the total premiums has fallen, not 
risen, and their contribution to British invisible exports 
is checked in almost every country by national prejudice, 
which finds its expression in more stringent regulations and 
in higher barriers raised against British insurers. Surely 
it is patent that local nationalism and protection will be 
intensified and embittered when the invader is not a private 
British company but His Britannic Majesty’s Government, 
sending its travellers round to cajole American or European 
or Asiatic manufacturers to entrust their fire and accident 
risks to a foreign government. _If it is galling to have private 
aliens touting one’s nationals for insurance, it will be a 
hundred times more galling to watch the touting done by an 
alien government. The result must be fresh restrictive legisla- 
tion, injuring not only the nationalised concerns but every 
insurance company working from Great Britain; and 
pro tanto, British invisible exports will suffer and 
decay. To ignore that certainty is to admit that the proposal 
to take over the offices as they stand is fed by politics and 
not by logic. 


Insurance and Dollars 


HE devaluation of the pound in terms of the dollar 

focuses attention on the valuable contribution made to 
the balance of payments by British insurance earnings 
in the United States and other countries in the dollar area. 
Insurance protection furnished by British companies and 
underwriters at Lloyd’s occupies a position in American 
economic life unequalled by any other British industry. 


The development of an insurance industry is essentially a 
long term operation. Seeds sown take many years to come 
to fruition. Nearly all the British offices working in America 
have the roots of their organisation in the nineteenth century 
and one company—the Liverpool and London and Globe, 
now forming part of the very large Royal Group—has a 
record of continuous operation since 1848. Reserves have 
to be built up carefully over a long period to enable insurers 
10 withstand catastrophic losses and the phases of 
adverse trading which sometimes persist for a number of 
years. More important still, reputations must be established. 
Once established, they endure ; it is still remembered that 
British companies settled generously in the disastrous San 
Francisco earthquake of 1906. 


There have been phases in the history of British insurance 
in the United States when the volume of business transacted 
changed little or actually declined. Other periods have 
shown rapid expansion. The war and postwar years 
have witnessed such an expansion to a quite unprecedented 
extent. The figures in Table I, which have been prepared 
from published sources of information and relate only to the 


United States branches of British companies and their 
American affiliates, show an increase in total premiums 
received for fire, marine and casualty insurance from 
$256 million in 1940 to $497 million in 1948, a gain 
of $241 million, or 95 per cent. Unfortunately it must 
also be recorded that the absolute gain has been accom- 
panied by a relative fall in the position occupied by British 
offices. In 1940 the total volume of fire, marine and casualty 
premiums written by stockholding companies, domestic and 
foreign, operating in the United States was $1.714 million, 
of which the British share of $256 million represented 14.9 
per cent. In 1948 the corresponding total figure had 
increased to $4,356 million and the British share of $497 
million had dropped to 11.4 per cent. 


What are the reasons for this relative decline? The 
answer lies partly in the very stringent financial standards 
applied to insurance companies in the United States and 
partly in Britain’s dollar shortage. Insurance companies in 
America are required to carry unearned premium reserves— 
reserves relating to unexpired periods of the policies in force 
—at the rate of 100 per cent of the unearned premiums, 
without any deduction for the expenses incurred in obtaining 
the business. This imposes a heavy strain at a time of rapidly 
increasing premium income, especially where, as in the United 
States, a considerable volume of fire and other business is 
transacted on a three-year basis. A further strain is involved 
in making provision for an increased volume of outstanding 
claims, the reserves for which are required to be on a 
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Nationalisation Examined 


HEN Lord Beveridge prepared his famous report he 
gave a good deal of attention to the industrial life 
offices, and came to the conclusion that they should be 
nationalised. His advice to the Government was that the 
state should have a monopoly of the use of collectors, and be 
empowered to issue policies (either direct or through 
collectors) up to an amount of £300 each. In other words, 
no office, proprietary or mutual, would be allowed to carry 
on industrial life insurance ; and the Government would not 
be allowed to grant a non-industrial policy for more than 
£300. 

If this recommendation had been followed, the Prudential 
and the Pearl—big composite offices—would have been 
taken to the operating theatre and cut into two almost 
equal parts, of which one would have been hurried away 
by the Government, and the other handed back to the 
shareholders for resuscitation and the resumption of normal 
life. The recommendation was not followed. Industrial life 
insurance was not nationalised and the question of an opera- 
tion did not arise. But now the intelligentsia of the Labour 
Party have decided to proceed with the scheme of nationalisa- 
tion, and have been taking another look at the patient to 
determine whether Lord Beveridge’s operation is either 
necessary or desirable. They have decided against it. They 
have dismissed the surgeon and declared that this is a case 
for adoption, not operation. When the voter’s decision has 
been reached at the next General Election, a good home will 
be ready for the patient. 


The point at which the Labour Party openly differs 
from Lord Beveridge is in the results that would follow 
from dividing up the offices. Lord Beveridge assumed 
that the division was possible and could easily be made. The 
Labour Party manifesto challenges that view. It says that if 
the industrial sections were segregated and nationalised by 
themselves, confusion would follow, and that the only 
practicable course will be to take over all the business, 
absorbing at one gulp the ordinary life, the fire, the accident, 
and the marine departments (at home and abroad) of such 
great composite offices as happen to cater for working 
class life insurance in this country. It may be that Lord 
Beveridge was wrong and that the Labour Party proposal is 
right in this forecast of chaos, but the difference between 
the two opinions springs probably from the fact that the 
Beveridge scheme was worked out in the calm atmosphere of 
a world war, whereas Labour is thinking about the votes it will 
need in the turmoil of a General Election. In other words, it 
has its eye on the agents and collectors, These men, who work 
for the industrial offices and societies, are said to number 
ibout 65,000, and with their womenfolk they must account 
or nearly 100,000 votes—a block not to be sneezed at in 
_ @ close fight. And if they draw, as they are believed to do, 
substantial commissions from fire and general business, they 
would naturally resent any change that cut them off from 
this source of income. their resentment they might on 
election day put their crosses against the wrong name ; and 
it may ‘ell be that possibility, rather than the danger of 
confusion and chaos, that has guided the hand of the Labour 


Party in drafting its proposals. Indeed, page 20 of “Labou; 
Believes in Britain” is unmistakably directed at the agents’ 
vote, for it openly offers them more security, no dismi 
greater benefits, more trade union representation, and full 
compensation for their book interest. 


x 


li the back-room boys of the Labour Party are right in 
suggesting that Lord Beveridge underestimated the di 
of separating industrial from general business, they them- 
selves most certainly miscalculate the effect of their own 
proposal to take over “ as they stand the Prudential, the Pearl 
and the other offices doing industrial insurance and the larger 
collecting societies.” They realise the dangerous possibilities, 
but look at them through the wrong end of their field-glasses 
to make them at once remote and trivial. 


In handing a bouquet to the insurance industry as a whole 
they say: 

The insurance industry has rendered great service to the 
community. Millions of people have been protected against 
the hazards of life and every single person has benefited 
indirectly from the overseas earnings of insurance. 


But they then proceed: 


Industrial assurance companies, however, conduct only a 
small proportion of total overseas insurance, 

Both these statements are correct, but the second statement, 
in which the sting lies, would be true of almost any British 
company. The invisible exports of British insurance are made 
up of contributions from a large number of offices and a 
large number of underwriters ; and with one or two possible 
exceptions each of the tributaries by itself provides only “a 
small proportion” of the full stream. What the Labour 
election pamphlet obviously wants its readers to believe is 
that the foreign business of the Prudential and the Pearl is 
negligible, and that the loss of this business can from 
the national point of view be disregarded. In the light 
of this implication it is worth while to examine the figures of 
the two offices and see how they are made up. Their total 
premium income is almost £100 million a year, drawn from 
industrial life and from fire, accident, ordinary life, motors, 
sinking fund and marine ; between industrial life and the 
other departments, the split in round figures is: industrial 
life, £52 million ; other business, £48 million. How much 
of this £48 million is drawn from the two companies’ overseas 
enterprise is not precisely known ; but it is known that the 
American subsidiary of the Prudential had a dollar premium 
income equivalent in 1947 to £1,130,000 and in 1948 to 
£656,000 (at the old rate of $4.03 to the £). The Prudential 
has branches or agencies in not less than 32 countries apart 
from the United States, and the Pearl has branches or chief 
agencies in not less than 34 ; and as the offices are managed 
by very able business men it may be safely assumed that the 
income contributed by these 67 outposts is at least substantial. 
If no premiums or only negligible premiums were produced 
the foreign field would be abandoned as sterile. In fact the 
income derived from abroad by the composite industrial 
offices is probably a little under £20 million a year. 
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So the Labour Party’s innuendo—that the overseas busi- 
ness of the offices is negligible—cannot be supported by 
facts and can fairly be called misleading. In an electioneering 
manifesto, where a high level of candour is not to be expected, 
that is not surprising and in itself the statement is not signifi- 
cant. But the inference to be drawn from it is very significant 
indeed. Why do Labour’s intellectuals think it necessary to 
belittle this overseas premium ? Why do they dismiss it as 
unimportant ? They do it because they know that when 
these offices are nationalised the overseas connection will 
be put under sentence of death, and they find it prudent to 
discount and minimise in advance the value of what they 
are proposing to destroy. 

If their policy is carried out their expectation will certainly 
be fulfilled. When foreign nationals know that the Prudential 
js not the old Prudential, nor the Pearl the old Pearl, but that 
both are the British Government camouflaged to look like 
two different insurance companies, then the pseudo-offices 
will find themselves involved in a double tribulation. They 
will have lost the good will of their most important overseas 
policy-holders, and they will also strengthen and sharpen the 
protective instincts of the foreign governments. The certainty 
that the good will of the policy-holders will be impaired can 
easily be demonstrated by the dependence of insurance com- 
panies on the business of industrial concerns—large, medium- 
sized and small—managed on capitalist lines by capitalist 
owners, to most of whom nationalisation is the abomination 
of desolation standing in the holy place. If, for example, 
the two companies had been nationalised in August, 1949, 
what chance would they have had of holding their position 
in America ? A campaign against the British Government 
and its schemes of nationalisation hardly provides a con- 
genial atmosphere for inspectors and managers in their task 
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of persuading old clients to continue their policies and new 
clients to take out new ones. Can it be doubted that in 
America certainly, and in most other countries probably, 
nationalisation would kill the business of the nationalised 
companies and react heavily on the business of the other 
British offices not yet taken over ? 


Behind the foreign policy-holders lie the foreign govern- 
ments. For fifty years the habit of protecting native in- 
surance companies against invaders from abroad has been 
increasing, and has been met with growing difficulty by the 
great British offices. Thanks to the skill and energy of 
their management the offices have succeeded in maintaining, 
and even increasing, their premium income from overseas ; 
but their proportion of the total premiums has fallen, not 
risen, and their contribution to British invisible exports 
is checked in almost every country by national prejudice, 
which finds its expression in more stringent regulations and 
in higher barriers raised against British insurers. Surely 
it is patent that local nationalism and protection will be 
intensified and embittered when the invader is not a private 
British company but His Britannic Majesty’s Government, 
sending its travellers round to cajole American or European 
or Asiatic manufacturers to entrust their fire and accident 
risks to a foreign government. _If it is galling to have private 
aliens touting one’s nationals for insurance, it will be a 
hundred times more galling to watch the touting done by an 
alien government. The result must be fresh restrictive legisla- 
tion, injuring not only the nationalised concerns but every 
insurance company working from Great Britain; and 
pro tanto, British invisible exports will suffer and 
decay. To ignore that certainty is to admit that the proposal 
to take over the offices as they stand is fed by politics and 
not by logic. 


Insurance and Dollars 


HE devaluation of the pound in terms of the dollar 

focuses attention on the valuable contribution made to 
the balance of payments by British insurance earnings 
in the United States and other countries in the dollar area. 
Insurance protection furnished by British companies and 
underwriters at Lloyd’s occupies a position in American 
economic life unequalled by any other British industry. 


The development of an insurance industry is essentially a 
long term operation. Seeds sown take many years to come 
to fruition. Nearly all the British offices working in America 
have the roots of their organisation in the nineteenth century 
and one company—the Liverpool and London and Globe, 
now forming part of the very large Royal Group—has a 
record of continuous operation since 1848. Reserves have 
to be built up carefully over a long period to enable insurers 
to withstand catastrophic losses and the phases of 
adverse trading which sometimes persist for a number of 
years. More important still, reputations must be established. 
Once established, they endure ; it is still remembered that 
British companies settled generously in the disastrous San 
Francisco earthquake of 1906. 


_ There have been phases in the history of British insurance 
in the United States when the volume of business transacted 
changed little or actually declined. Other periods have 
shown rapid expansion. The war and postwar years 

witnessed such an expansion to a quite unprecedented 
extent. The figures in Table I, which have been prepared 
from published sources of information and relate only to the 


United States branches of British companies and their 
American affiliates, show an increase in total premiums 
received for fire, marine and casualty insurance from 
$256 million in 1940 to $497 million in 1948, a gain 
of $241 million, or 95 per cent. Unfortunately it must 
also be recorded that the absolute gain has been accom- 
panied by a relative fall in the position occupied by British 
offices. In 1940 the total volume of fire, marine and casualty 
premiums written by stockholding companies, domestic and 
foreign, operating in the United States was $1,714 million, 
of which the British share of $256 million represented 14.9 
per cent. In 1948 the corresponding total figure had 
increased to $4,356 million and the British share of $497 
million had dropped to 11.4 per cent. 


What are the reasons for this relative decline? The 
answer lies partly in the very stringent financial standards 
applied to insurance companies in the United States and 
partly in Britain’s dollar shortage. Insurance companies in 
America are required to carry unearned premium reserves— 
reserves relating to unexpired periods of the policies in force 
—at the rate of 100 per cent of the unearned premiums, 
without any deduction for the expenses incurred in obtaining 
the business. This imposes a heavy strain at a time of rapidly 
increasing premium income, where, as in the United 
States, a considerable volume of fire and other business is 
transacted on a three-year basis. A further strain is involved 
in making provision for an increased volume of outstanding 
claims, the reserves for which are required to be on a 
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ASSURANCE 


Head Office: 
1 KING WILLIAM ST LONDON EC4 
Marine Dept. 157 Leadenhall Street, London, EC3 
BRANCHES & AGENCIES THROUGHOUT THEWORLD 
APPLICATIONS POR AGENCIES INVITED 
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Prospectuses may be obtained on application 
to the Head Office of the Company, 24, 
CORNHILL, LONDON E.C., or to any 
Branch Office throughout the country. 
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ASSURANCE CO. LTD. 


Head Office: 
BARTHOLOMEW LANE, LONDON, E.C.2 
Established 1824 


INSURANCES OF ALL 
KINDS 


FIRE - MARINE - BURGLARY & THEFT 
Accidents of all kinds - - - - Motor Vehicles 
LIFE (with and without profits) - Estate Duty 
Policies - Family Protection - Children’s Deferred 
Assurances and _ Educational 
Annuities 



















Endowments - 


The Company undertakes the duties of 
Executor and Trustee. 








A Fifteenth 
Century Fire 
Extinguisher 


A Couvre-fen taken from an old print 


Few probably realise that * Curfew’ derives 
from the French * Couvre-feu ’"—an appliance 
for extinguishing fires, shaped like a Dutch 
Oven. At sundown, it was placed over the 
embers to exclude air and the fire soon died 
away. The hardship of having no fire in the 
evening led to a “raising of the Curfew,” but as 
not all citizens were careful, disastrous fires 
occured. When in 1710 the Sun Fire Office 
came into being it gave active service in the 
limitation of fire damage as well as providing 
insurance cover for which it is famous to-day. 
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Head Office: 63, Threadneedle Street, E.C.2 
Branches and Agencies throughout the World 
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than they would otherwise have done, so that the average 
quality of their business must have improved. Moreover, 


we a considerable part of the increased business written has been 
the capital and free reserves remaining shall amount to not due to the development of group accident and sickness 


jess than 50 per cent of the annual premiums written. insurance on which the profit margins are very smal] and in 
Happily, the United States branches of British companies _ this development the British offices have participated only to 

and their domestic subsidiaries were for the most part well a very small extent. 

supplied with resources at the outbreak of war. The total Such are the dimensions of British insurance business. in 

volume of free reserves (including the capital of domestic the United States. What of the profit-earning power ? 

subsidiaries) amounted at the end of 1940 to $337 million, | Table IT shows the net underwriting profits and net interest 


equivalent to 133 per cent of premiums. In 1941, however, —_ income for the 10-year period 1939-1948. 
there came the Reconstruction Finance Corporation’s loan 


scale and, in certain forms of casualty insurance, 
are checked by reference to various formulae. It is, more- 
over, accepted practice that after allowing for these reserves 











of $425 million on security largely consisting of insurance serine If—Earnines oF Unirep States BRANCHES or 
‘qterests, and the offices naturally felt in duty nosed tn pogi. RITISH COMPANIES AND AMERICAN SuBSIDIARY COMPANIES 
tribute to the utmost to payment of the interest on and —__ »~nnitialiehe ___ Fey ass 
amortisation of this loan. When the upward surge of Underwriting Profit ian 
premiums set in after the war, it was possible at first to nae ae ee | 
accept business with some measure of freedom ; but after- — t cams | Total | Income |’ | and 
wards it became necessary to apply the brakes, because the aor ead 
offices wished at all costs to avoid aggravating British diffi- 1939 20... | 590} anz81| 37,071, 17,773 | 34,844 
culties by seeking permission from the Bank of England to Sean eis orogwetas ys ss ame FR oes | oi 2 oe 
remit additional funds to America and were also under the = 3) cc (7 BOS] IB) TBSS) SHB) as 
obligation of maintaining the service of the RFC loan. By = 1944 sss. sso — 222 | 8155) eas | 19,080 | 25,995 
contrast the American companies were able to raise addi- MM at Catvacetcneseans: 24.874 \- 12,048 \— 36,922 | 19,698 e 17,224 
tional capital to enable them freely to take on increased com= iste 2200000000000. 7 aigea |= aor | se | 2888 | 4830 
mitments. It is highly improbable that British insurers will iS are Sa 329 | 6,236 | 46,407 | 193,737 | 40,144 
now be able to make up the lost ground. * saci Ce 


In actual figures the free reserves amounted at the end of For the first five years of the decade, profits averaged 
1948 to $343 million, very little more than the figure eight about five or six per cent of premiums, the indifferent fire 
years before and only 69 per cent of premiums, against the _ results being compensated by good casualty figures. After 
former ratio of 133 per cent. These total figures cover a the war the business entered a phase of adverse trading. 
fair degree of variation as between one office and another Fire insurance was bad because sums insured did not keep 
and even as between different offices in the same group ; in step with inflated values. In automobile insurance the 
generally the companies transacting fire insurance, because — very substantial increase in the cost of claims necessitated 
of the greater catastrophe risks which are considered to be __ large rate increases which were slow in coming and usually 
inherent in the business, maintain higher standards than the _—inadequate when they did come. The process of increasing 
companies writing casualty insurance. The British offices rates was not assisted by the uncertainty which prevailed 
for some years to come will have to follow a policy of con- — after the Supreme Court decision in United States v. South 
servation and building-up of resources to conform with the — Eastern Underwriters as to whether rates were to be con- 
enhanced volume of business which they are now under- trolled by the Federal Government or by the States—now 
taking. happily resolved in favour of the States. But perhaps the 

Some comfort for the reduced share of American insure | ™0st important reason for the adverse results was the 
ance now written by British companies can be derived from ecessity for establishing reserves on a stringent basis for 
the fact that in controlling the growth of premium income _ the increased volume of business transacted. 






































the offices will have applied a more rigid selection policy As the table shows, the fire business earned a good profit 
TABLE I—PremiuMsS oF UNITED STATES BRANCHES OF BritisH COMPANIES AND AMERICAN SUBSIDIARY COM! ANLES 
($'000) 
1940 1948 | Rise or Fall 
eengereneaene ~ r ———— j - } l j ae a 
Company or Group Fire and | Fire and j Fire and ; 
Marie Casualty | Total | Marine Casualty {| Total | Marine { Casualty | Totab 
Rees se re at La. j ee, eA a Bie aa) iit ees] 
—— 
Royal Liverpool and London and Globe ............ 37,345 i 34,066 } 71411 | 81,549 72,404 | 153,953 + . 44,204 ib 38,338 i+ 82,542 
SEE 7 ag ee apeiaerEN a 13,920 | 11,244 | 25,164 30.475 19.518 49,993 |+ 16,555 |+ 8274 |+ 24,829 
North British and Mercantile ....0... 060.2 ceeecee es 15,455 | evitp . 15,455 32,500 -s¢ 32,500 j+ 17,065 fn je 17,085 
SUMMER 7,053 10,679 | 17,752 13,802 | 21,637 35.439 (+ 6,749 |+ 10.958 14+ 17,707 
General Accident 1554 ccs. oicnedda. da. daewecane 2,645 18,000 20,645 | 5,323 | 39,797 45,120 [+ 2,678 |+ 21,797 [+ 24,475 
mepgeogers Liabilitwi,. <... <4... 4 debs ios «Ra: Rep 3 | 24,739 24,739 | 2 | 43,022 43,022 | en i+ 18,283 if 8,283 
pOUI sta Rea. SO, 10,360 3,178 13,538 | 21,284 | 7,213 28,497 |+ 10,924 i+ 4,035 |+ 14,959 
a 9.051 | 13,751 | ie 13,751 |+ 4,700 | a + 4,700 
5,016 8,589 | 10,538 5,793 16,331 |+ 4,965 |+ 2,777 \+ 17,748 
‘. 3,772 8,027 : 8,027 j+ 4,255 | ii + 4,255 
3,716 8,215 6,546 3,207 9753 |+ 2,047 |= 509 i+ 1,538 
n 5.729 9,489 ” 9489 14. 3760 |. x. +. 3,760 
1141 4,102 4,278 3,314 7,592 {+ W317 |+ 2173 1+ 3,490 
‘de 5,309 9,839 es 9,839 |+ 4,530 | te + 4,530 
254 4,276 4,813 1,003 5.816 [+ 791 |+ 749 '4+ ~° 1,540 
oe 3,752 7,680 & + wed + 3,928 
ee 2,659 1,306 — 1,353 
px > 3,438 S62 _ — 
sai 138 521 
a Fi68 . t 1,862 
ie 2,265 4,452 + 2187 
1,5 2,911 + 1,312 
ai 353 508 # + 155 
110,033 256,096 279,994 + 106,875 [+ 240,806 
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in 1948 and the ills which affected this section of the business 
are now thought to be largely surmounted. Casualty 
business, though still “in the red,” showed a big improve- 
ment ; automobile insurance is now back on a profitable 
footing and the outlook for the casualty account generally is 
much brighter. It would seem reasonable to expect hence- 
forth an average profit of at least five per cent on the 
combined fire, marine and casualty business, producing on 
an income of $500 million an annual profit of $25 million. 
Interest earnings now stand at $23 million, having risen 
from $17.8 million in 1939, so that total expected future 
earnings may be put at about $48 million. This figure is 
not exhaustive because it relates only to companies operating 
through United States branches or American subsidiaries. 
There is also a very considerable business, especially in 
marine insurance, transacted on the London market by 
underwriters at Lloyd’s and by the companies, the figures of 
which are not available. Operations in Canada and other 
parts of the dollar area also attain substantial dimensions. 


Challenge 


WO world wars have brought about great changes in 

British economic and social life. Three aspects of 
change have particular importance for insurance. The 
first is the breaking down of a stratified society of 
more or less definable classes by the progress of education 
and by the heavy taxation of higher incomes and 
personal property. Secondly, economic planning, which 
has so greatly encouraged these social changes, has also 
fostered earlier tendencies towards closer organisation in 
industry, resulting in great business unions or associations 
of firms working in agreement. Thirdly, there is the slowing 
down of the expansion of Britain’s population which has 
been described so recently in the Report of the Royal 
Commission. 


To understand the effects on insurance of these major 
changes it is necessary to distinguish its two broad sections. 
General or commercial insurance embraces marine, fire 
insurance and the many forms of casualty insurance which 
are required in the ordinary business of commerce and 
industry. Secondly, personal insurance embraces life assur- 
ance in its many forms, including annuities, pensions, and 
personal accident insurance. The broad social and economic 
changes which have been gathering force in the life time of 
the present generation affect these two classes of insurance in 
quite different ways. 


Industry and commerce have three separate ways of 
dealing with the elements of risk in their business. Some 
forms of risk by reason of their very character are not insur- 
able ; these have to be carried by the businesses themselves 
and covered, if at all, by reserves set up from profits. Where, 
however, a business is big enough to average the numerous 
individual hazards in its own undertaking, it may decide to 
carry its own risks even though they could be placed with an 
independent insurer. Typical examples of such self-insurance 
are to be found in railway and steamship practice. A second 
method is by mutual insurance, of which a typical example 
occurs when a body of employers in a given industry set up 
a mutual association for their own insurances. In the past, 
workmen’s compensation insurance was extensively covered 
in this way. The third method, and the most common, is 
to place the risk with an insurance company or Lloyd’s 
underwriters. 
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It would be wrong to convey the impression that all is 
now set fair for British insurance in the United States. Ag 
old problems recede new ones take their place. The new 
so-called “‘ multiple underwriting ” laws, permitting fire com- 
panies to transact casualty insurance and vice versa, in place 
of the previous rule whereby each class of company wag 
limited to its respective sphere, will almost certainly lead 
to intensified competition. The trend away from the 
general agency system of representation to a branch office 
system more on British lines, though calculated to 
important benefits in the long run, is expensive. But on the 
whole the outlook is vastly improved. British insurance 
interests in the United States are administered by 4 
small body of experts at little cost in manpower and none 
in scarce materials. It is greatly to be hoped that the Labour 
Party will withdraw its threat to nationalise industrial 
insurance, which is so damaging to a valuable source of 
dollar earnings built up with care and skill over a long period 
of years. 


of Change 


Greater uniformity in income may not affect general 
insurance directly, but its indirect effects are important. It 
means greater uniformity in the character of demand for 
housing, food, and semi-essentials. A more even distribution 
of income is expressed in a greater demand for three- or four- 
roomed houses, a larger consumption of milk and other high 
quality foodstuffs, a greater standardisation of furniture and 
kitchen equipment and a demand for a small family car. The 
pattern of social habit and the character of the family budget 
are far more uniform than they were. This greater social 
uniformity should give a wider outlet for the services of the 
general insurer catering for the income earner in his home. 
But this wider opportunity for insurance business is not pure 
gain, since the business to be won increasingly consists of a 
larger collection of smaller individual risks. If greater 
uniformity in social and economic life can be measured at 
all in insurance terms, it suggests steady business rather than 
highly profitable business. 

* 


The new income pattern has in turn accelerated the 
tendency towards mass production, larger business units, 
concentration of capital and greater economy and efficiency in 
production. The day may not be far off when associations 
of firms in particular industries come to examine theit 
costs more carefully, including the costs of insurance. If 
they discover that it would pay to carry such insurance risks 
by self-insurance they may well begin to do so. Allter- 


natively industrial firms may form mutual assurance associa- 
tions. . 


Given the present competition from the mutual offices 
and the potential competition of other mutual associations 
which may be formed, the composite companies and Lioyd’s 
underwriters may during the next decade have to conduct 
their business with greater economy if they are to maintain 
their present share of the insurance market. There is little 
doubt that in some directions their expenses are high, par- 
ticularly in respect of business which normally goes through 
brokers. The termination of the wartime standstill agree- 
ment has led to a degree of competition which from time to 
time results in the transfer of large blocks of insurance 
business from one insurer to another, involving considerable 
cost but producing little benefit. The inevitable result of 
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Insurance Service 


By placing all your insurances through one 
organisation you can save yourself much time, 
trouble and inconvenience, 

The Pearl Assurance Company’s Life, Fire 
and Accident Branches are at your service, 
Funds held for the protection of policyholders 
exceed one hundred and sixty million pounds. 


ASSURANCE COMPANY LIMITED 
Chief Offices: High Holborn, London, W.C, 1 





Total Claims Paid £93,000,000 


LIFE—FIRE—MOTOR 
ACCIDENT, and 
GENERAL INSURANCE 


For prospectuses and particulars apply:— 


ROYAL LONDON 


MUTUAL INSURANCE SOCIETY LIMITED 


_ Head Office: RQYAL LONDON HOUSE, 


FINSBURY SQUARE, LONDON, E.C.2. 
Branch Offices throughout the 
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61 THREADNEEDLE STREET, LONDON, 83.03 
64 PRINCES STREET, EDINBURGH, 2? 


SERVICE taccedty STRENGTH 


insurance plans 
to meet all 


modern needs 


BRITANNIC 


ASSURANCE COMPANY LIMITED 


Chief Office 
BROAD ST. CORNER, BIRMINGHAM, 1 
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overlapping insurance facilities and excessive commissions, 
where they exist, will be to encourage the growth of mutual 
insurance. 


This possibility of a wider area of mutual insurance 
presents a challenge to the companies and to Lloyd’s. How- 
ever ably the challenge is met, it still seems likely that in 
future years organisations which are big enough to do so 
will tend to carry at least a measure of their own risks. 

*Many risks average out within a year and the setting 
up of an annual account with but a moderate reserve is all 
that is necessary to cover them. Larger risks and catastrophe 
risks can only be averaged by covering a wider area or by 
extension over a longer period. Losses such as these can 
be and are dealt with by insuring the risks over and above a 
specified amount of loss. 


Thus it seems.advisable fer the British insurance industry 
to expect a larger measure of self-insurance and associative 
risk-carrying in future. Whether the aggregate of premium 
incomes received by the companies and Lloyd’s from general 
insurance in this country may fall as a result is difficult to 
guess. Recent years have seen a continued increase in the 
number of branches of insurance. Private property, although 
more equally spread, may in the aggregate increase and the 
more modest means of its owners may also increase their 
demand for cover. On balance, it seems early to expect any 
immediate reduction in the magnitude of the general business 
conducted by insurers within the United Kingdom. 


The overseas business of the composite companies and 
Lloyd’s, however, greatly exceeds that carried out in the 
United Kingdom itself. It has recently been estimated that 
70 per cent of their fire, accident and marine insurance is 
transacted outside the United Kingdom. Except, perhaps, 
in the case of marine insurance, insurers are very much under 
the control of the governments of those countries where 
they do business overseas. There is a natural tendency on 
the part of important foreign customers of British insurers 
to favour their own nationals, even if they are less efficient, 
by imposing on British offices regulations and taxation to 
such an extent that it becomes increasingly difficult for 
them to make a reasonable profit. Such foreign markets 
as are still open to British insurers may present greater 
difficulty as time goes on, although the development of new 
markets and new types of insurance may enable the industry 
to maintain its position in the overseas field. 


The more equal distribution of wealth is likely to have a 
marked effect upon personal insurance, particularly as it is 
accompanied by the extension of social insurance. The 
modern state provides through social insurance a minimum 
which, together with free education and a free health service, 
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prevents any victims of misfortune from becoming stranded 
Given these guarantees by the state, it might seem at firg 
sight that the need for personal insurance would be reduced, 
There is, however, no sign of waning popularity of fife 
assurance. Indeed, the substantial increase in incomes dur} 
the postwar years has prompted a great increase in saving by 
way of premiums on life assurance. Despite its reduced real 
value, the pound retains sufficient credit in the eyes of the 
British public to encourage them to make provision under 
money contracts for a distant future. Such confidence, how. 
ever, is tenuous, and a violent movement in prices and the 
cost of living might eventually have important consequences 
on new insurance business. Moreover, the volume of life 
assurance, effected or maintained, was in prewar years very 
sensitive to economic fluctuations and unemployment. Much 
new life assurance placed since the war is based on the 
unformed postulate in the proposer’s mind that full employ. 
ment is here to stay. 


It remains to consider the slowing down of the rate of 
increase in the population and the change in its age composi- 
tion. In future, the number of people in this country beyond 
the age of 65 will form an increasing proportion of the total, 
If the average age for retirement remains at 65, more and 
more people will be drawing incomes for which they make 
no current return in service, and they will therefore be 
dependent on the work of others. Apart from the pension 
provisions under the National Scheme, a large and increasing 
number of employed persons now belong to contributory 
pension schemes, some of them set up as internal funds in 
the hands of trustees and some administered by insurance 
companies. The reserves of such new pension schemes 
managed by lite offices often represent a considerable pro- 
portion of their life funds, and they are steadily increasing. 
To the extent that they are invested in productive industry 
they will provide in themselves an answer to any suggestion 
that the retired represent a parasite class. This shift in the 
age of the population has opened up a new field of life assur- 
ance activity, and it is likely that in future more attention 
will be paid to income insurance in all its forms rather than 
to capital payments, 


The social and economic changes outlined at the beginning 
of this article present the British insurance industry with a 
challenge. On balance the outlook for British insurance seems 
by no means unpromising. Effort and imagination may well 
be needed in future to stimulate the growth of insurance on 
a scale to match the achievements of the past, but the industry 
may well find that by the exercise of greater efficiency and 
ingenuity its contribution to the British economy can be 
steadily raised, 


Investment Policy 


HERE is a well-established principle that insurance 
offices cannot postpone indefinitely the investment of 
their accumulating cash balances. The imsurance business is 
not one which can exercise liquidity preference for very long, 
for it cannot afford to be without a return on its funds if it 
is to meet its contracts. Last year there were several periods 
when the insurance offices were temporarily out of the 
market; it follows that new investment demand on the part 
the offices must have been an important factor in the 

_, The measure of their demand is shown by the totals for 
te of 38 offices (mutual, proprietary, industrial 
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and ordinary, and composite offices) as shown by their 
reports at the end of 1947 and 1948. Their investment 
portfolios increased by £178 million, from £1,933-1 million 
to £2,111.4 million. Apart from the increase in the offices’ 
funds, there was another major factor which affected the 
comparison between 1947 and 1948—namely, the exchange 
on January 1, 1948, of transport stock for the former railway 


debentures and preference and ordinary stocks. No doubt 


this exchange accounts to some extent for the fact that British 
Government securities (which includes guaranteed stocks) 
increased by no less than £150 million, from £699 million 
to £849.3 million. As a result, gilt-edged securities repre- 
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ATLAS 


ASSURANCE 


COMPANY LIMITED 


ESTABLISHED 1808. 


INSURANCE BUSINESS OF 
EVERY KIND TRANSACTED 


THE COMPANY ALSO ACTS 
AS EXECUTOR & TRUSTEE 


“Let Atlascarry theburden” 


HEAD OFFICE: 
92 - CHEAPSIDE - LONDON ~ E.C2. 


National Provident Institution 


FOR 


Mutual Life Assurance 


Established 1835 
Financial Position at 3lst December, 1948 


Life Assurance and Annuity Fund . £15,198,780 
Surplus over Liabilities ... < £1,357,899 
Distributed in respect of 3 years 1946-8 on £827,603 
Carried Forward . o oe £530,296 
Sources of Profit. 

EXPENSES, as a percentage of premiums : 

Reserved at the 1948 Valuation ie a 25.5% 
Expended in 1946-1948 ... vin 16.4% 
INTEREST, after deduction of Income Tax : 

Rate assumed at the Valuation, equivalent to... £2: 5: 0% 
Rate earned, average of 1946-1948 £3: 19: 0% 
MORTALITY : 

Mortality experienced in 1946-1948 as a vel 


centage of that expected 78% 


WHOLE LIFE RATE OF REVERSIONARY BONUS 
£2% per annum 


The rates for Endowment Assurances vary between £1 10s — 
and £2% per annum according to maturity age. 


Address your enquiry to : 
48, GRACECHURCH STREET, 
LONDON, €E.C.3. 
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GUARDIAN ASSURANCE 


COMPANY LIMITED 


ESTABLISHED 1821 
Head Office: 


68 King William Street, London, E.C.4 


BRANCH OFFICES IN LONDON: 

LAW COURTS: 21 Fleet Street, E.C.4 
LIME STREET: 3 & 4 Lime Street, E.C.3 
REGENT STREET: Morley House, 314-322, Regent 
Street, W.1 


—— eoenaneinaeniste tt ee 


The pe 2 ma transacts ‘all rm acesuea 
classes of INSURANCE BUSINESS 


and acts as Trustee or Executor 
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Total Income: Total Funds: 


£8,970,000 £27,490,000 


This above all. 
the wefficre of your femily 


Although to-day confer. Insure now 
under the Prudential 
Conversion Option 
Plan and gain family 
protection at low 


National Insurance 
makes some provision 
against want, your 
family still needs the 
further security which 
Prudential _ policies 


--send this coupon to-day--- 


cost with unrivalled 


personal service. 


To the PRUDENTIAL ASSURANCE CO. LTD. 


142 HOLBORN BARS, LONDON, E.C.1. 


Please advise me how I can obtain family security 
through life assurance. 


NAME 
ADDRESS. 


DATE OF BRTR 
EC 1-10-49 
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sented over two-fifths of the offices’ total portfolios at the 
end of last year, compared with 36.2 per cent (of a much 
lower total) at the end of 1947. 


TasLe I—DistRIBUTION OF INSURANCE ASSETS 
1936-39 and 1947-48 


Class of Assets | 1937 | 1938 | 1939 1947 | 1947 | 1948 | 1948 
% % % 
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Consequential changes arising from the transport opera- 
tion appear in other categories. Debenture holdings were 
smaller by {5,000,000 at £199.4 million. The fall in prefer- 
ence stocks was more pronounced, from £185.5 million (9.6 
per cent of the 1947 total) to £168.4 million (8.0 per cent) ; 


TABLE II—PERCENTAGE DISTRIBUTION OF ASSETS OF 38 OFFICES 
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perhaps it is possible to see here not merely 2 consequence 
of the exchange of railway stocks, but also a revision of ideas 
about the investment status of preference shares themselves 
Apart from these changes, the increase im mortgages and loans 
on policies illustrates a growing outlet for the investment of 
insurance funds. 


The percentage figures discussed in these paragraphs are 
radically different from those shown for prewar years, 
The 1947 and 1948 figures and percentages relate to the 
assets of all offices included in the computation. The prewar 
averages are arithmetic averages, calculated by adding the 
percentages for the individual offices and dividing by the total 
number of offices. Thus the percentage of gilt-edged held 
by, say, the Marine and General received an equal weight 
with the percentage shown by the Prudential, whose holdings 
were two hundred times as large. The new figures therefore 
are much more representative than the old. 


Last year brought some relief—not very great but certainly 
welcome—to the persistent fall in interest earnings on life 
and annuity funds. For most offices, interest earnings do 
not change very violently from year to year, and the average 
gain from a quite significant rise in interest rates is damped 
down by the weight of old investments in the funds. For 
the 38 offices whose figures are given in the third 
table, the rise in the average net return was a mere five 
pence per cent, from £3 9s. 4d. to £3 9s. od. Save in a few 
cases (and some of these exceptions may be explained by the 
arbitrary, though entirely reasonable, method of calculation), 
movements in net earnings shown by individual offices were 
generally limited to a few pence. 


TasBLe III—Net Rates or INTEREST PER CENT 


Lire AND ANNUITY FuNDs oF 38 OFFICES 
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SECURITY! | 


Life has a sense of firm foundation 
to those who have 


SAFEGUARDED 


the future 


PROTECT 
your dependents and 


PROVIDE 


for retirement by a 


REFUGE POLICY 


Annual Income - £18,000,000 


Assets - - - £107,000,000 
(1948 Accounts) 






















REFUGE ASSURANCE CO., LTD. 


} OXFORD STREET - - MANCHESTER 1. | 


TO BUSINESS and 
PROFESSIONAL MEN 


The Association specialises in the provision 
of Pension Schemes for Clerical and Administra- 
tive Staffs. 


‘Our Personal Pension Policy enables the 
business or professional man who Is not a 
member of a Pension Scheme to provide for his 


own retirement. 


Enquiries are invited. 


The NATIONAL MUTUAL 
Life Association of 


AUSTRALASIA LIMITED, 
5, CHEAPSIDE, LONDON, E.C.2. 


Telephone: City 7762 
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A.M.P. 


The Largest British 
Mutual Life Office 





ASSETS EXCEED 
£195,000,000 


LOW PREMIUMS 
GOOD BONUSES 










AUSTRALIAN MUTUAL 
PROVIDENT SOCIETY 


(Established 1849 in Australia) 
Head Office for the UNITED KINGDOM 
73-76 KING WILLIAM STREET, LONDON, £.C4 










UNITED 
FRIENDLY 


INSURANCE COMPANY, LTD. 


LIFE, FIRE, BURGLARY, 

SICKNESS, PLATE GLASS, 

DRIVERS’ RISKS, HOUSE 

PURCHASE ENDOWMENTS, 
Etc., Ete. 


R. C. BALDING, 
Managing Director. 


42 Southwark Bridge Road, 
London, S.E. 
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COMPANY MEETINGS 


BOOKER BROTHERS, McCONNELL & 
COMPANY, LIMITED 


SUGAR INDUSTRY: ECONOMIC FOUNDATION OF BRITISH GUIANA 
HUMAN RELATIONSHIPS CONSTITUTE MAJOR PROBLEM 
MR A. F. V. McCONNELL ON THREE MAIN FACTORS 


The forty-ninth annual general meeting of £1,000,000 Notes of which I told you last 
Booker Brothers, McConnell & Company, year, and the changes that have taken place 
Limited, was held on September 28th at the in the distribution of our assets. It will be 
registered office, 37-41, Gracechurch Street, more instructive to deal with the former when 
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the report of the auditors. 
The following is the statement by the 


London, E.C. considering the consolidated balance sheet of 
Mr A. F. V. McConnell, the chairman the group, but the latter requires elaboration 
ne | presided. here. 
a7 The Secretary, Mr C. C. Batch, A-C.LS. ; ed 
o7 read the notice convening the meeting and A NEW SUBSIDIARY 


A new subsidiary company, Bookers Drug 
: ' 7 Stores, Limited, was formed on January 1, 
Chairman, which was circulated with the 1948 to take over all our activities in the 
report and accounts for the year ended manufacturing and retail drug trades in 
December 31, 1948 :— British Guiana. From the point of view of 
Since we last met there have been two the distribution of our assets this has had 
changes in the constitution of your board. the effect of transferring some of them from 
Mr A. W. Armour, who joined the company the fixed and current assets headings to 
in 1882, indicated to us that on account of shares in subsidiary companies, which conse- 
advancing years he wished to relinquish his quently total £1,521,956 this year, as against 
directorship from January 1, 1949. Although 41,159,271 last year. 
during recent years failing health had led Mr Under current assets, debtors, you will see, 
Armour to take a less active part in the show an increase of nearly £300,000 over the 
administration of the company, it was with preyious year, while stocks are rather less 
the most sincere regret that we accepted his than the 1947 figure. Had it not been, how- 
resignation. ever, for the transfer of assets consequent 
On August 16, 1949, Sir Frederick J. Sea- upon the formation of the new drug com- 
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x ford, C.B.E., was invited to join the board as_ pany, these two items would together have 
Vee 4 a managing director. To those of you who exceeded the previous year by more than half 
have been connected with our company for a million pounds. This formidable increase 
uv any length of time, Sir Frederick Seaford will in stocks and debtors is the direct outcome 


need no introduction. After many years’ out- of increased sales and further inflation— 
standing service to Bookers in British Guiana, factors also influencing our subsidiary com- 
Sir Frederick agreed to come to London to panies, as is clear from the current aséets 
assume the general charge of the administra- shown in the consolidated balance sheet. 
tion of the sugar side of our activities. We Stocks are conservatively valued and they are 
all offer him our warmest congratulations On turning over regularly. 

a ye pen saae eee Three main factors have led to an increase 
has done more for the Colony with which of nearly £650,000 in net advances to sub- 
and with whose peoples he has so fully ‘idiary companies. These are, first, a greater 
identified his life and career. His intimate Quantity of produce on hand at the end of 
experience of British Guiana is proving of the year ; secondly, the extensive programme 
invaluable assistance in London. His former Of exceptional work being carried out upon 
colleagues and associates in the Colony feel OUf sugar estates ; thirdly, expenditure upon 
that they have lost a great ally, but your Ur new ship, the Amakura. 

board are satisfied that his work in London Creditors, you will see, show a material 
can, at the present time, do even more to reduction against the previous year, while 
further the interests of British Guiana; loans from bankers show an increase. This 
— furthermore, we are confident that the team js largely due to the fact that last year the 


3 now responsible for our sugar undertakings jtem creditors included some £600,000 of 
: there will prove most able successors. temporary finance. 


- 
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PARENT COMPANY’S ACCOUNTS 


From the opportunity which you have had 

of studying the directors’ report and accounts Having called to your attention these 

3 for the calendar year 1948, you will have salient changes in the parent company’s 

1 ‘ seen that after taxation the profit was balance sheet, I now turn to the overall 

/3 £157,162. You will also have seen that your financial position of our company which is 

= i directors recommend the payment of a final reflected in the consolidated balance sheet. 
. 


THE CONSOLIDATED ACCOUNTS 


Ordinary dividend of 5 per cent. and a bonus Here you will see that the excess of current 


of 35 per cent., both free of income tax. We assets over current liabilities and provisions 
further recommend that £60,000 should be js more than 
transferred to general reserve, the remaining 
small balance being added to the credit 


£1,600,000—in contrast to a 
small deficit in the parent company. This 


contrast results from the fact that a large 

balance brought forward. Our recommenda- part of the current assets of our group are 
tions, as last year, fall in with the wishes of held by subsidiary companies, whereas the 
the Chancellor of the Exchequer, but cir- borrowing to finance these assets is mainly 
cumstances which should become plain to the responsibility of the parent company. 
you as you read this statement would in any This incidentally is a good example of the 
case have decided us to recommend mo in- complexity of the financial problems of our 
crease in the rate of dividend. group with its activities so diverse and so 
Examination of the parent company’s widespread. Your directors are continually 
balance sheet will show that the two salient idering the possibility of simplifying the 
rs features of interest are the appearance of the interval structure of the group to make the 
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handling of financial and inistrati 
matters easier. administrative 

Comparing the consolidated balance 
as at ber 31, 1948, with that 2 
December 31, 1947, it will at once Strike 
you that we are employing almost exac 
£1,000,000 more finance. This £1,000 
has been obtained by the proceeds of our 
Note Issue, and generally speaking it is being 
used to finance higher current assets. 
is, it is true, an increase of some £250,000 
in fixed assets and trade investments which 
has been largely financed by money ploughed 
back into the business. You will see that 
the way in which we are employing the pro- 
ceeds of this £1,000,000 Note Issue coincides 
in nearly all respects with that foreshadowed 
im my statement last year, with the one 
important exception that Jittle of it has in 
fact been spent on fixed assets. This is 
satisfactory and coupled with our £1,600,000 
excess Of current assets implies a healthy 
financial position. 

As you know, your directors have always 
before them the question of whether or not 
it would be wise to raise more permanent 
capital, but before I tell you their present 
views, you should have before you the broad 


picture of our financial problems as we j 
them. ne 


FINANCIAL FLEXIBILITY 


First of all it must be emphasised that the 
very nature of our business dictates a high 
degree of flexibility in our financial arrange- 
ments. We have to forecast and to provide 
not only for the repair, maintenance, and 
improvement of our fixed assets of all kinds 
but also for the provision of adequate stocks 
of merchandise in our stores, and the 
financing—at times very heavy—of our sugar 
crops. The amount of money necessary for 
these and our other undertakings varies 
greatly at different times of the year. For 
these reasons it may always be necessary for 
our company to make use of ample over- 
draft facilities with our bankers. It would 
clearly not be provident for us to employ 
permanent capital up to the peak of our 
financial needs since that would result in 
holding money idie—sometimes for long 
periods. Furthermore, we must never lose 
sight of the important fact that on the 
evidence of the consolidated balance-sheet 
now before you, were there to be any real 
degree of deflation leading to reduction of 
stocks and debtors, we might find ourselves 
with more money than we require. Neither, 
on the other hand, must we forget that we 
have to accumulate funds to repay our note 
holders by 1958, and we can see our way 
to this provided our group continues to earn 
reasonable profits, which—taking one year 
with enother—we hope it may. 


CAPITAL EXPENDITURE PROGRAMME 


Since our last annual general meeting we 
have advanced much further with our pro- 
amme of expenditure on our fixed assets. 
e have fini paying for our new ship, 
the Amakura, we have made strides with our 
buildings, and we have completed well over 
half our programme of renovation and im- 
provement in both field and factory on our 
ar estates. This latter statement 1s, you 
ill see, borne out by comparison of this 
with last year’s balance sheet notes covering 
commitments for capital expenditure ; nevet- 
theless, we expect that, as was the case in 
1948, a material proportion of this expendi- 
ture will be met from current revenue. In 
1949 and 1950 drawings from the rehabilita- 
tion fund will also be available. In other 
words, the notes covering capital commit- 
ments and contracts show a larger sum than 
will in practice become a charge upon our 
liquid resources. 7, 
There is the picture, and in view. of 
progress which we have made with the ex- 
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vesting ¢ on our fixed assets, your directors. 
el that they are able to judge it more clearly 
than they were able to do a year ago. At 
that time I told you that we were unable 
precisely to define our company’s Capital re- 
wirements, and the picture which I have 
aut painted for you will, I think, show you 
that precision is still impracticable. We are, 
however, operating on overdrafts larger than 
we think altogether desirable, and that, 
coupled with a comparatively small pro- 
amme of capital expansion which we wish 
jo undertake in our Central African busines 
may justify an increase in permanent capita 
when market conditions allow. Indeed, from 
the notice which you received dated June 20, 
1949, you will know that directors have, 
in increasing the authorised capital of the 
company, made provision for an issue of 
ordinary shares. I must say frankly that we 
had been thinking of making such an issue 
soon after the publication of these accounts, 
but the effect of market conditions upon 
recent issues inclines your directors, in the 
light of the healthy situation disclosed by 
these accounts, to the view that it would be 
unwise to reach any hasty conclusion. 


Before |eaving our finances there is one 
further point in the group balance sheet 
which needs comment. There is a sum of 
£35,000 deducted from our revenue reserves 
for “unrealised profits on inter-company 
transactions.” This SRO SEG 
upon Note 3 in the consolidated profit a 
loss account last year—has been made to 
show the amount of unrealised profit con- 
tained in the stocks of our subsidiary com- 
panies which have bought their merchandise 
from the parent This, or a similar sum, has 
of course always existed, and it is only the 
presentation of consolidated accounts which 
has raised the question of making an appro- 
priate entry. It is a technical accounting 
matter, 


BRITISH GUIANA 


The year 1948 has been a difficult anny 
both on the sugar estates and in our gener. 

commercial undertakings. Taking our sugar 
estates first, output of sugar was 120,000 tons, 
as against 117,500 tons during the previous 
12 months—a not unsatisfactory result con- 
sidering unfavourable weather conditions for 
the spring crop and the six months’ strike on 
the east coast which caused the loss of some 
6,000 tons of sugar. This strike, as you 
know, led to the appointment of a com- 
mission of inquiry under the chairmanship 
of Dr Venn, of Queens’ College, Cambridge, 
“to inquire into and report on the organisa- 
tion of the sugar industry in British Guiana, 
with particular reference to means of pro- 
duction, wages and working conditions, and 
any other relevant matters; and to make 
recommendations.” I understand that the 
commission’s report is now in the hands of 
the printers, and it may well be published 
at about the same time as these accounts. 
Your directors can have nothing to fear from 
it; indeed, they believe that a full and im- 
partial statement of the position of the sugar 
= in British Guiana will do great 


The sugar industry is, as you know, the 
social and economic foundation of the colony. 
Its prosperity, and thus the proseerny of 
British Guiana and its peoples, depends upon 
three main factors: first, the efficiency of 
the industry ; secondly, the price paid for 
Its products ; and, thirdly, the human re- 
lations+ins within the industry and within 
the colony 

You already know that we are doing every- 
thing within our power to achieve maximum 

mcy for the industry and to expand 


icuion, 
SUGAR PRICES 


As regards the second factor—the price 
aid for our pred position is that 


In 1948 the price of export sugar was in- 
creased by a net figure of about £2 16s, per 
ton over what we received in 1947. In 1949, 
however, ms ound a ease oe a further increase 
was reject iy ritish Ministry of F 

the buyer, | roduction costs, however, = 
tinued to rise owing to ever-increasing prices 
of imports from the United Kingdom. More- 
over, the value of and demand for our by- 
products has decreased very sharply. 


You may have seen in the press that British 
West Indian S Producers have been 
representing to His Majesty’s Government 
the need to secure the future. During July 
and August two delegations visited this 
country to give powerful support to these 
representations, one with the mandate of the 
Jamaica Government, led by the Attorney- 
General, supported by Mr Bustamante, Mr 
Henriques, and Mr Barker ; the other from 
the British West Indies Sugar Association, 
under the chairmanship of Mr Harold Robin- 
son, chairman of that association. Two 
trades union leaders from British Guiana, 
Mr Thorne and Mr Edun, also came over and 
did valuable work in the same cause. 


H. M, GOVERNMENT'S DECLARATION 


The West India Committee have partici- 
pated actively throughout all these prolonged 
negotiauons—negotiations which culminated 
in the publication on August 10 of a com- 
munique which is so important a declaration 
that I quote it in full: — 


“A series of discussions regarding the 
future sugar policy of His Majesty’s Govern- 
ment in the United Kingdom has taken place 
in London in the past few weeks, first with 
representatives of the British West Indies 
Sugar Association and subsequently with 
representatives of the Jamaica Government. 

ere have been full exchanges of view 
which were most useful to both sides. 


“His Majesty’s Government assured the 
delegations that they recognise that the pros- 
perity of the Sugar Industry is vital to the 
maintenance of an adequate standard of living 
in sugar-producing colomies, such as tne 
British West Indies. It is their intention to 
make long-term arrangements which will give 
to the efficient producer of sugar in these 
areas and elsewhere in the Commonwealth 
firm assurances of markets for agreed ton- 
nages of sugar, at reasonably remunerative 

ices to be negotiated with the producers. 
it is the declared policy of H.M.G. to main- 
tain and improve the economy of the Colonial 
territories and where, as in the British West 
Indies, sugar production is the main and 
indispensable basis of a healthy economy, 
this will be given special consideration in 
fixing the quantities of sugar to be covered 
by these arrangements. 


“ Before these arrangements can be com- 
pleted, representatives of other Common- 
wealth producers will have to be consulted. 
It is the intention of H.M.G. to undertake 
these consultations in the autumn. Repre- 
sentatives of the West Indies will, of course, 
be included in these further discussions. 


“The two delegations from the B.W.I. 
insisted throughout the negotiations that any 
assurances which might be given must, to 
meet the needs of the situation, cover a period 
of at least ten years. While appreciating this 
view, H.M.G. regarded the period of the 
agreement as a point to be covered in the 
negotiations in the autumn.” 


SECURITY OF THE SUGAR PRODUCER 


It is true that this is essentially a declara- 
tion of principle, but if, as we are sure, it 
has been made in good faith, the final negotia- 
tions, when they take place in the autumn, 
should be conducted in an atmosphere and 
against a background which will ensure to 
British West Indian sugar producers the real 
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security which they justifiably seek and with- 
out which the Colonics where they operate 
will be devastated by social and ic 
disintegration. It jis aiso true that His 
Majesty’s Government have at this stage not 
found themselves in a position to discuss 
the lengih of term which the proposed 
arrangements should cover. I am satisfied, 
however, that producers will be able to con- 
vince those concerned that ten years is the 
shortest period to be of real value. 


HUMAN RELATIONSHIPS—EFFORTS TO 
ACHIEVE HARMONY 


_ The third factor is the all-important ques- 
= of ers aS ae in British Guiana 

in the sugar industry and they present 
probably the most difficult problem which 
we have to . There are three parties 
directly imvolved—Government, labour and 
the sugar industry. 


On the part of the industry much has been 
done, is being done and will continue to be 
done to improve the conditions of- our 
workers. I must confess, however, that there 
exists in the Colony an atmosphere of sus- 
picion of our motives and even of hostility 
which often depreciates if it does not actually 
thwart our efforts and our aspirations. This 
atmosphere is generated not by our own 
employees but by certain sections of the 
general community, including, I regret to 
have to say, some Government officials. For 
the good of British Guiana it is essential that 
this atmosphere be dispelled and towards this 
end it has been decided to appoint for the 
British Guiana Sugar Producers’ Association 
a full-time manager of high calibre. This 
important post was offered to, and has been 
accepted by, Mr W. A. Macnie, Colonial 
Secretary of the Leeward Islands. Mr 
Macnie, who was born in British Guiana, is 
a Colonial officer of wide experience who has 
served with distinction in his motherland and 
elsewhere. 

The working population have for their 
part made further welcome strides towards 
organising themselves. The recent visit to 
this country on their own initiative of two 
leading trades unionists in connection with 
sugar negotiations was an impressive and 
significant event. 

Government, by means of legislation and 
at times exhortation, have striven to achieve a 
happier relationship. 


None of these endeavours, however, can 
independently achieve that relationship with- 
out which the colony can never prosper. We 
all wish to make British Guiana a place fit 
for all its people to live and work in, in the 
greatest attainable degree of prosperity, 
happiness, and freedom, but we shall surely 
fail unless we al] strive in concert to that 
goal—unless every one concerned believes 
that “we are all m the same boat” ; unless 
in short, we all of us realise the identity of 
our interests. 


REPLACEMENT COSTS 


Finally, on the subject of sugar I must 
tell you that our sugar cempanies did not as 
a whole show profits in 1948—their expendi- 
ture in fact exceeded their revenue. In this 
connection, however, you will have seen the 
sixth mete on the consolidated balance sheet, 
which explains that there has been charged 
to the profit and loss account expenditure 
upon replacements, which includes excep- 
tional expenditure on rehabilitation. As you 
know, in the case of our sugar companies we 
use a “ replacement ” basis of accounting and 
net a “depreciation” basis. This means 
that expenditure upon the replacement of 
major units is to revenue wholly in 
the year in which it is incurred. Improve- 
ments or extensions are, of course, 
capitalised. Drawings from the rehabilitation 
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fund, which are also mentioned in this note, 
will, at any rate during the next year or two, 
be barely sufficient to cover the capitalised 
portion of expenditure. This “ replacement ” 
basis of accounting creates very real diffi- 
culties for all sorts of reasons, and whatever 
merits it may have had in the past, it may 
be that your directors will, with the advice 


of our accountants, seek to modify it at some 


future date. 


Turning to our general commercial under- 
takings, here again, as I have told you, we 
have had a difficult year and our difficulties 
have arisen largely from a decrease in gross 
profit margins forced upon us as a result of 
Government action. I can only say that 
traders generally in Georgetown are con- 
sidering putting before Government, and if 
necessary the Secretary of State for the 
Colonies, a full case supporting revision of 
these profit margins. 

Since the beginning of this year we have 
agreed with the Colonial Development Cor- 

ration to sell them our Timber Company. 
“he price obtained was fair to both buyer 
and seller and we are satisfied that the sale 
is in the best interests of British Guiana and 
of Bookers. The acquisition of Bookers 
Timber Company by the Colonial Develop- 
ment Corporation will enable them to inte- 
grate their interests in the timber under- 
takings of the colony and will facilitate the 
plans they envisage for the ordered expan- 
sion of the timber industry. We, for our 
part, enjoy the most cordial relations with 
the Corporation and have undertaken to step 
back into the industry when the time is ripe 
and provided any proposition put up by them 
to us is in our view a sound commercial 
undertaking. In Trinidad Stephens, Ltd., 
have once more proved a most valuable unit 
in the group. 


AFRICA 


Our Central African Subsidiary Group, of 
which Campbell Bros., Carter and Company 
(Central Africa) Limited is the parent, had a 
very satisfactory trading year in 1948. This 
group of companies, under the most able and 
energetic leadership of a magnificent team, 
continues to make good progress and we are 
more than ever pleased with the success of 
our large-scale incursion into the wholesale 
and retail trading business in the Rhodesias 
and Nyasaland. Indeed, the trading results 
achieved not only by our recent Central 
African Group but also by their old and 
well-established progenitor, Campbell Bros., 
Carter and Company Limited, London, have 
been responsible for the fact that the trading 
profits of Bookers as a whole are as satisfac- 
tory as they are in the light of the difficult 
conditions in British Guiana during 1948. 


UNITED KINGDOM 


Our London and Liverpool branches, 
together with our Steamship Company, 
have made an encouraging showing during 
1948. Our new ship, the makura, was 
launched on March 2nd this year and we are 
proud once more to have two vessels running 
on the only direct service between the 
United Kingdom and British Guiana, par- 
ticularly at a time when shortage of British 
passenger services is causing such intense 
anxiety throughout the West Indies. 


It is too early to tell you more than you 
already know about our latest subsidiary, 
United Rum Shippers, Limited, although we 
hope that their acquisition will make a sub- 
stantial contribution towards solving the pro- 
blems created by the very greatly reduccd 
demand for the by-products of the sugar 
industry. 


CONFIDENCE IN THE FUTURE 


_The future undoubtedly holds great difficul- 
ties for our company, as it holds difficulties 


for everybody else in the world as It Is today. 
Profits will be harder to earn, and I am 
certainly not going to indulge in optimism. 
Nevertheless, we face the future with confi- 
dence for the diversity of our interests and 
the wide spread of our operations give 
breadth and strength to the foundation of our 
structure, as indeed the results of 1948 have 
proved. 


Before thanking the management and staff 
of our companies for the fine contribution 
they have made to our working during 1948, 
your board would like to pay tribute to the 
Colonial Office, with whom the nature of 
our business brings us inevitably into regular 
contact. 


Much criticism is levelled nowadays at 
Government departments and their so-called 
bureaucrats, I and my colleagues can say in 
all sincerity that in the Colonial Office we 
find men of great ability and vision who are 
prepared at all times to discuss our many 
problems with us and to give invaluable 
assistance and advice where it is possible and 
proper for them to do so. Mr Creech Jones 
as head of the Colonial Office is a true friend 
of Colonial peoples. 


Our management and staff throughout the 
group your directors on your behalf thank 
most sincerely for their continued work and 
endeavours. During 1948 many of them have 
worked under conditions of great and sus- 
tained strain and we must never forget that 
without them we could not now present to 
you the accounts which I shall ask you to 
pass. 


The report and accounts were adopted. 


The retiring directors, Mr A. F. V. Mc- 
Connell and Colonel F. C. Drake, O.B-E., 
M.C., were re-elected, and the proceedings 
terminated with a vote of thanks to the chair- 
man, directors and staff. 





BRITISH HOMOPHONE 
COMPANY, LIMITED 


SIR HERBERT MORGAN’S SPEECH 


The annual general meeting of the British 
Homophone Company, Limited, was held on 
a tak 28th in L.ondon. 

ir Herbert E. Morgan, K.B.E. (the chair- 
man), who presided, said: 

The net profit for the year, before pro- 
viding for taxation, amounts to £13,850, as 
compare {i with £16,007 for the previous year. 
The fact that the net amount of dividends 
we are proposing to pay for the year is 
slightly greater than the Homophone net 
profit should cause no worry, as the consoli- 
dated accounts show an appreciable increase 
in the total carry-forward of the group 

The accounts summarise the results of this 
company and its wholly owned subsidiary, 
Ebonestos Industries Limited. 

During the period under review, the con- 
solidated profits which the group earned in 
the previc: 5 year were maintained during the 
fitst six menths only. In the second half of 
the year there was a substantial falling off in 
those of Ebonestos Industries Limited. Last 
year, I gave some indications of the reasons 
why I thought that the moulding industry 
was entering a difficult trading period. The 
directors, however, despite the present diffi- 
culties, view the long-term outlook for your 
group of companies with confidence. Our 
organisation is sound economically and com- 
petitively, with a “know how” second to 
none in its field of activity. 

As you know, the Homophone Company, 
with its wholly owned subsidiary, is con- 
trolled by Crystalate Limited. 

We should all be of our executive 
and staff and its loyaliy and effort under the 
eae of our managing director, Mr Jack 

a 
The report was unanimously adopted. 


of the com 
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GEORGE COHEN SONS 
COMPANY, LIMITED 


STRONG POSITION 
The twenty-fifth annual general 


of George is and Canal : 
Limited, was held on September 28th ig 
London, Mr Cyril M. Cohen (chairman and 
managing director), presiding. ; 
The following is an extract fro 
ment by the chairman: — Oe a 


The aenemiaaet balance sheet i 
presents an overall picture of financial 
str h and flexibility, with current assets 
double our total liabilities and i 
reserves of upproximately 1,800,000, 


In comparison with the previous year—g 
record one in the long history of the com 
pany—the net profits have dropped 
none the less, the final figures cannot be re- 
garded as unsatisfactory. The combined 
profits of the ae show a return of 14 
per cent. on the real capital employed 
after the payment of the Preference dividend 
and profits tax, as shown in the a 
are equivalent to 50 per cent. of the ae 
Ordinary share capital. 


The fall in our profits is not attributable 
to any serious decline in the volume of busi- 
ness transacted, which, as foreshadowed in 
our circular of October 22, 1948, proved to 
be substantially the same as last year, the 
total regate turnover of the Group being 
under per cent. lower than that of the 
previous year. This small reduction was 
not at the expense of exports, which, despite 
the many difficulties, showed an increase, 


We have encountered a combination of the 
various factors which have adversely affected 
so many undertakings of late. Markets, both 
at home and abroad, have progressively be- 
come more competitive, necessitating smaller 
profit margins as well as increased selling 
effort and expense to maintain turnover— 
whilst certain other major costs have, at the 
same time, steadily risen from causes quite 
outside our control. 


In regard to selling prices, we have made 
a few minor _ increases—these _ being 
authorised by statute—but, rather than aug- 
ment those of our main proprietary manufac- 
tures to figures liable to prove uncompetitive 
or which might be detrimental to our good- 
will, we have deliberately absorbed the afore- 
said Migpes costs and have not passed them 
on to the customer, 


Improved plant, facilities and methods 
achieved many reductions in operating costs, 
and it is unfortunate that these direct savings 
are at present being counteracted by in- 
creases arising from external causes, for 
example, transport, fuel, social services, etc. 


Our extensive programme of modernisation 
continued during the year, but, due to various 
restrictions and shortages, the headway made 
in the concluding stages of some of our 
schemes was not as rapid as we would have 
wished. © 

After the payment of the Preference divi- 
dend for the year ended March 31, 1949, 
amounting to £29,906, and after writing 
the expenses of the new issue of £13,730, 
there remains a balance attributable to the 
year’s trading of £166,135, which is sufficient 
to cover some 2} times an Ordinary dividend 
at the same rate as was paid last year. 


We regard the volume of business which 
the Group is handling as satisfactory. In 
perricule, production at our major plants 

as expanded and they have well-filled order 
books at remunerative prices, which should 
keep them fully occupied for some tme 


lod 


Your board, whilst acutely mindful 

xities of the industrial on 
faces the future in a mood of steady 
reasoned confidence. 


The report was adopted 
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STEEL BROTHERS AND COMPANY, 
LIMITED 


PROGRESS IN OLD AND NEW TERRITORIES 
WIDESPREAD ACTIVITIES 
MR J. K. MICHIE ON THE OUTLOOK 


The fifty-eighth annual ordinary general 
meeting of Steel Brothers and Company, 
Limited, was held on September 29th, at 
Winchester House, Ola Broad Street, Lon- 
don, E.C., Mr J. K. Michie, chairman and 
managing director, presiding. 

The following is the Chairman’s statement 
circulated with the report and accounts for 
the year to December 31, 1948: — 

The necessity to comply with the condi- 
tions of the new Companies Act and the 
consequent difficulty in getting audited 
accounts from our subsidiaries have, I regret, 
delayed the presentation of our accounts for 
1948, but I hope they will be considered to 
be satisfactory. For convenience and because 
of the increasingly widespread nature of our 
business geographically, I propose to com- 
ment on Our activities under separate terri- 
torial heads, but first there are certain general 
observations to be made. 


HIGHER PROFITS 


The expectation expressed in my last re- 
port that profits would be less in 1948 than 
in 1947 I am glad to say has proved too 
cautious, for profits are actually higher by 
£40,222. This has been due to the energetic 
pursuit of business in both old and new 
territories; to the receipt of £16,588 for 
assets left in Burma in 1942 ; to the realisa- 
tion of the sum of £16,307 in respect of 
profits accrued but not actually received in 
previous years; and to a credit of £5,384 
being a provision for workmen’s compensa- 
tion insurance in Burma no Jonger required. 
Before arriving at these results stock values 
have been carefully considered, and we are 
satisfied that all necessary provisions have 
been made. 


The sum available after paying dividends 
on preference and preferred ordinary stock 
enables us to do certain things which have 
been for some years objectives of your Board. 
We have allotted the sum of £115,401 for 
depreciation of our assets and our invest- 
ments; we have been able to set aside the 
sum of {100,000 to inaugurate a pension 
fund for the covenanted staff overseas and 
the staff in London and we have been able to 
pay dividends to the deferred ordinary 
shareholders after a period of denial of seven 
years, 


WAR DAMAGE SETTLEMENT 


In spite of the encouraging results of the 
years workings certain of these decisions 
not have been so easily made but for 

the fact that at long last an overhead settle- 
ment has been reached with His Majesty's 
ment On compensation for war 
suffered by British interests in Burma 
mn 1942. On June 24th last the Chanceilor of 
the equer made the following statement 


in the House of Commons: — 


“Without prejudice to any further action 
which may be taken by the Government of 
or to any claims made against that 
government, His Majesty’s Government have 
soca to make an ex gratia payment of 
ited amount to United Kingdom business 


interests whose property sustained war 
damage in Burma primarily for the purpose 
of assisting them in overcoming their capital 
handicaps in the task of rehabilitation. They 
accordingly propose to seek Parliamentary 
approval for an ex gratia payment o 
410,000,000 to be allocated on the advice of 
an independent committee consisting of Mr 
W. Carter, C.B.E. (chairman), formerly of 
the Royal Insurance Company and adviser to 
the Board of Trade on war damage matiers; 
Mr Eshop Halford of Messrs A. L. Sturge 
(U; titers to Lloyd’s) and Mr F. K. 
Davies of Messrs Robinson Davies and Little 
(fire loss assessors). 

“The committee will receive applications 
in respect of war damage to property in 
Burma (other than private chattels) which 
occurted between December 8, 1941, and 
March 31, 1946; from persons being British 
subjects domiciled in the United Kingdom 
or companies wherever registered which are 
mainly owned or which are managed and 
controlled by British subjects so domiciled.” 


Our claims along with others are now be- 
ing examined by the assessing committee who 
will allocate the sum among us and we hope 
sincerely this difficult task will be completed 
and the money paid out before the end of 
the year. Meantime it is impossible to say 
or to guess what our share is likely to be. 


I regret that the ex gratia grant by His 
Majesty’s Government—which they regard as 
implementing the promise made to the Hay 
Committee in 1942—is so small in relation to 
the losses suffered and the sacrifices made by 
the claimants. I can only assure you that no 
effort has been spared and no argument left 
unused in our endeavours to have it increased. 
As you will appreciate governments are the 
final arbiters of the cash value of their moral 
responsibilities. When received our share 
will be used to write down the book values 
of our properties and investments in Burma 
and our balance sheet will then be presented 
in normal form. 


We are now left with our legal claims 
against the Government of Burma for what 
is termed “denial *—and these are being 
pursued. “ Denial” applies to only a small 
part of the parent company’s losses, though 
the losses of our main subsidiaries fall very 
largely under this kead. 


Last year I commented on the change in 
our then cash position as compared with a 
year before. The balance sheet now presented 
shows that bank overdrafts at December 31, 
1948, had reached the large sum of £1,183,703 
—an increase of £958,622 in the year. This 
looks suspiciously like over-trading, but the 
cause was that the stocks represented by 
these overdrafts were being carried by us as 
agents for governments and not as principals; 
and if the prewar machinery of financing 
shipments by bankers’ credits had been in 
force this position would not have arisen. 


BURMA 


Our trading profits in Burma were. satis- 
factory mainly because we entered 1948 with 
large stocks of readily saleable goods which 
we had laid down some considerable time 
ahead. For several reasons our business in 
Burma became progressively circumscribed as 
the year went on. Trading, both export and 
import, was affected by new licensing sys- 
tems and by currency restrictions made 
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hecessary by the deterioration in the econorme 
position of the country. 

On May 31, 1948, a laige part of our forest 
areas was taken over by the state, and on 
May 31st of this year they assumed possession 
of the balance of our areas. So we are no 
longer forest lessees in Burma, although we 
sull own our sawmills in Rangoon and Moul- 
mein. A settlement of our claims for our 
assets and stocks taken over by the Govern- 
ment has not yet been achieved. 

Although simc the war ended we have 
been unable to work any of our remaining 
rice mills, we hired certain small mills in the 
Bassein district in 1948, where we also acted 
as buying agents fer Government. Unfortu- 
nately, that area was the scene of serious dis- 
turbances from August onwards and con- 
siderable quantities of our stocks were lost. 
The financial responsibility for these losses, 
in our view, rests with the Government of 
Burma and/or on the insurance companies, 
but a settlement has not yet been reached. 


As from December 31, 1948, we ceased to 
be rice buying agents for the State Agricul- 
tural Marketing Board, and this year we are 
not engaged in rice milling, so are temporarily 
out of the rice business of Burma. 
organisation, however, is intact and could be 
put into use at short notice 


STRAND HOTEL 


A new company—Strand Hotels, Limited 
—in which we hold the major interest, was 
formed in April, 1948, to take over and 
reconstruct the old Strand Hotel in Rangoon. 


Owing to the unsettled conditions in Burma 
there was some delay in completing the ex- 
tensive structural alterations and the refitting 
necessary to adapt the building to meet 
modern needs. The hotel was opened on 
August 1, 1948, and the results for the five 
months to end-December showed a small loss, 
In spite of present difficulties and the high 
cost of catering in Rangoon, the hotel is now 
paying its way. It is the premier hotel in 
Burma and is admittedly one of ihe finest in 
the east. It meets a crying need in Ran- 
goon and is very well patronised by ail 
sections of the community. 


OTHER COUNTRIES 


India: Our business in India, which is 
largely an agency one, has progressed satis- 
factorily and I would like particularly to 
mention our association with the Indian Tea 
Association in Bengal, for which we have 
acted for several years as buyers of their rice 
and other requirements. Results from the 
trading sections of our Indian branches have 
been encouraging. 


Pakistan: We are now firmly established 
in Karachi and Chittagong and the volume of 
our business at these ports has been satis- 
factory. 

Hongkong: During 1948 business con- 
tinued to develop but recent events in China 
are likely to affect it adversely. 


North Borneo: Our business is still in its 
beginnings as is the development of the terri- 
tory and we cannot expect profitable trading 
for some time to come. 


Siam: In Bangkok we are a member of 
the Siam Rice Agency, Limited, which is 
again functioning this year. We are also 
developing our business in the export and 
import trade of the country. 


Ceylon: Our subsidiary, Messrs E. B. 
Creasy and Company, Limited, had a satis- 
factory year, but trading conditions have since 
become much more difficult. 

Middle East: In spite of many difficulnes 
our activities in these territories were well 
maintained and our relations with the various 
Governments are cordial. 

East Africa: I have recently returned from 
a tour of East Africa, where I had the 
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pleasure of visiting the various branches 
of Messrs A. Baumann and Company 
Limited, with whom, as_ then reported 
to you, we became associated last year. 
It is a pleasure to be able to say that 
everything I saw confirmed our previous 

opinion of our new friends. We have 
just concluded an agreement with the Gov- 
ernment of Tanganyika under which we shall 
become lessees of a forest area in the southern 
province of that territory. The arrangement 
will be a profit-sharing one and we have good 
hopes that it will prove mutually satisfactory. 





SUBSIDIARY COMPANIES 


Carbutt and Company (1928), Limited: 
This wholly owned London subsidiary, which 
ates rice and barley mills in 
Fall, again had a satisfactory year. 


Mactaggart and Evans, Limited: Last year 
I referred to the formation of this company. 
On June 18, 1948, a large gathering, repre- 
sentatives of the technical and industrial 
community assembled at Sondes-place 
laboratories for the ning ceremony, when 
Si William Larke, K.B.E., in an inspiring 
address stressed the dearth in this country of 
research laboratories which are available to 
trade and industry generally, and explained 
how this company fills a long-felt want, In 
its first year, which included only six months’ 
operations at Sondes-place, as might have 
been expected, the company made a loss. 
Work is steadily increasing and we look 
forward to improved results in the future. 


SOUTH AMERICA AND JAPAN 


Brazil: In October, 1948, we closed our 
agency in Rio de Janeiro, having been unable 
to pay our way. H.M. Treasury puts a limit 
on losses where foreign exchange is involved, 
= that apart, prospects were not encourag- 


British Guiana: During the year we 
became associated with the Colonial 
Development Corporation and Messrs 
Booker Brothers, McConnell and Company, 
Limited, in a survey of the timber poten- 
tialities of this colony. 

This survey is not yet completed, but /n 
the meantime the lonial Development 
Corporation have acquired a forest conces- 
sion and timber mills there and an arrange- 
ment has been come to whereby we operate 
their concession and mills as their managing 
agents. 


Japan: We have just opened an office in 
Tokyo with the object of entering the import 
and export trades of that country. 


PROSPECTS 


As to prospects for the current year, I 
have already given you certain indications. 
It is our opinion that with the changed i- 
tion in Burma and the end of the sellers’ 
market throughout the world, results must 
show a definite recession, but every effort is 
being made to develop the old and to find 
new sources of revenue. 


Staff: Once again a warm tribute must be 
paid to the staff in all sections of our busi- 
ness. -Difficulties have been many, but they 
have been met as they must be in the spirit 
that they can be overcome. A good staff is 
the first essential to successful enterprise and 
in that respect we can count ourselves 
fortunate. 


The report and accounts were unanimously 
adopted ; the board’s dividend proposal was 
approved ; the retiring directors, Mr T. T. 
McCreath and Mr R. H. L. Langford James, 
were re-elected, and the remuneration of the 
auditors, Messrs Deloitte Plender Griffiths 
and Company, was fixed. 


Resolutions were passed amending the 
memorandum and articles of association to 
give enn! to the board to establish a pen- 
sion fund for employees, including directors. 


INTERNATIONAL 
DIATOMITE COMPANY 
LIMITED 


The fourteenth annual general meeting of 
International Diatomite Company Limited, 
was held on September 28, 1949, at 
Winchester House, E.C.2, the chairman, Mr 
E. W. D. Tennant, OBE, presiding. 


The Secretary (Mr Jesse Wood) read the 
notice convening the meeting and the report 
4 me auditors was read by Mr H. J. 

inder. 


The following is the chairman’s statement 
which had been circulated with the accounts 
for fifteen months ended June 30, 1949:— 


In my statements to you last year and the 
year before I was able to refer to the im- 
proved position of the Company which was 
reflected in the Accounts for those years. It 
is with pleasure that I now refer to the 
present position. A further improvement 
for the fifteen months under review has been 
achieved, and your operating Subsidiary 
Company, Moler Products Limited, has made 
great strides forward. 


GREATER EXPORT BUSINESS 


The export business obtained by Moler 
Products Limited is considerably greater than 
prewar, and the total orders executed for 
ome and abroad are at a rate 30 per cent. 
higher than the previous year. The Works 
Plant at Colchester has been well maintained. 
Considerable improvements have been 
achieved and production has been brought 
up to the maximum of which the present 

t is capable, and this is considerably 
above any previous output in the history of 
the Company. 

Orders continue to come jn freely and, with 
a substantial order book in hand, I am able 
to anticipate a further satisfactory year. In 
this regard the Company has already made 
a good start. 


In the field of High Temperature Insula- 
tion, our products are in great request, and 
our present production is unable to cope with 
the demand. This is being remedied. A 
new section of plant is being erected for the 
manufacture of the special products in this 
field. It is anticipated that this new plant 
will be brought into operation before the end 
of the present financial year. In order to 
finance this important extension a secured 
loan of £50,000 has been obtained on suitable 
terms repayable by instalments over a period 
of fifteen years, or earlier at the Company’s 
discretion. 


THE DANISH COMPANY 


In regard to our Danish sub-Subsidiary 
Company, a/s Fur Moler Kompagni, that 
Company has made a small profit, which has 
been deducted from the loss it made while in 
enemy hands. Fur Moler has, during the 
period under review, supplied all the Danish 
Moler which Moler Products Limited re- 
quires for its own consumption. During the 
period our Managing Director has on three 
occasions visited Denmark and on each 
occasion has made a satisfactory report re- 
pains the Danish Company’s condition. 
n September, 1948, I had the pleasure my- 
self of visiting Denmark and inspecting the 
quarries at Fur and Ejerslev, and am 
satisfied that the supply position is assured 
for many decades. 


Viewing the profit achieved against the 
Issued Capital of the Company, one might 
etroncously come to the conclusion that the 
was high in regard to capital 


employed in the but this is not the 
case. In March, 1935, an Order of the 
High Court, a Scheme of Capital Reconstruc- 
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tlon was sanctioned, which scheme 
a total amount of £254,605, ‘indhudie 
£100,000 off the fixed assets of Moler Pro. 
s Limited and of a/s Fur Moler 
pagni. These fixed assets are still there and, 
in fact, have appreciated in value, 
are not in our present 
Actually, therefore, the real capital that has 
been invested in the business is sy i 
larger than the figures shown in the balanc, 
sheets and the shareholders own a i 
of a value considerably greater than the 
figures. 


TRIBUTE TO MANAGING DIRECTOR 


During the past seven years, subj always 
to the Board of Directors, te cana of your 
ae — in the hands of our ex. 

ien and energetic managing director 
Mr Robert Wood, and thanks to hie en} 
and progressive management, the Company 
has recovered from the effects of the wat, 
and of the German occupation of its mines, 
and marked success has been achieved. In 
order that this progress shall continue into 
the future, the B 
Limited have appointed to the Board of tha 
Company Mr W. J. Shaw, the sales manager 
and Mr Ronald Ingham, the 
manager. 


I feel sure that the shareholders will join 
the directors in expressing to our i 
director and to all the officials and em 
of the company sincere appreciation of the 
results they have obtained. 

The report and accounts were unanimously 
adopted, and a final dividend of 10 per cent, 
making 30 per cent. for a period of fifteen 
months, was approved. 


The retiring director, Sir Ronald W. 
Matthews, J.P., was re-elected. Messrs 
Binder, Hamlyn and Company continue io 
office as auditors. 


COAST LINES LIMITED 


INCREASED PROFIT 

The thirty-sixth annual ordinary general 
meeting of Coast Lines Limited was held 
on September 27th, in London, Sir 
H. Read (chairman of the company) 
presiding. 

The following is an extract from the chair- 
man’s circulated statement :— Re 

The trading profit of Coast Lines Limited 
and its subsidiary companies for 1948 has 
reached a total of £1,449,177, representing 
an increase of £191,806 over the 1947 figure. 
An interim dividend of 5 per cent. was paid 
on July 21, 1949, and in view of the necessity 
for conservative finance, the directors do 
not recommend the payment of any further 
dividend for the year 1948. 

The coastal and cross-channel fleet owned 
by the group in December, 1948, 
of 100 vessels in service, of which 18 were 
passenger ships, 15 cattle carriers and 67 
steamships and motorships. _ : 

The very high level of building costs 1s @ 
cause of serious concern to shipowners 
shipbuilders alike. At the present level of 
costs new tonnage is uneconomic, and future 
large-scale replacements cannot be contem- 
plated until the cost of building is drastically 
reduced 


Our freight services to Fire and Northern 
Ireland have been active with a welcome 
increase in tonnages shipped of 8 per cent. 
The advent in 1948 of the new passenget 
ships, the Leinster and Munster, on the 
Liverpool to Dublin service, and the Innis- 
— on the Fishguard to service has 

tav 


gratifying response from the 


ic. 
Although shipping is a 
the ind has 


in making good the war losses and £e- 
establishing the British C8 Marine 19 
its former pre-eminent position. 

The report was 
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PALESTINE ELECTRIC. 
CORPORATION, LIMITED 


SATISFACTORY RESULTS 


The twenty-sixth ordinary genera] meeting 
of the Palestine Electric Corporation, 
Limited, was held on September 23rd in 

. the Rt. Hon. Viscount Samuel, 
P.C.. G.C.B., G.B.E. (the chairman) pre- 
siding. 

The following is an extract from his cir- 
culated statement :— 

During the year under review, the affairs 
ef the Corporation were profoundly affected 
by the striking events occurring in Palestine. 
After a proionged period of acute tension and 
disturbance, the country was exposed, on the 
termination of the British Mandate, to all the 
devastating effects of war. In addition, the 
exclusion of Palestine from the sterling area 
in February, 1948, gave rise to economic 
problems of great difficulty. 

Considering the adverse circumstances of 
the year, the financial results, as shown by 
the report and accounts, may be regarded as 
satisfactory. The number of units sold was 
246.247.651, only 12 per cent. less than in 
the previous year. The evacuation of a great 
part of the Arab population necessarily in- 
volved a loss of consumers ; nevertheless the 
total number of consumers increased by 
4,241, making the total at the end of the year 
128.561 The gross revenue for 1948 was 
1£2,663,751. 

In my statements in previous years, I re- 
ferred to orders placed by the Corporation 
in connection with our plans for extensions. 
The 12,000-kw turbo-generator set ordered 
in 1945 for installation in the Reading power 
house was put into commission last year. 
With regard to the 30,000-kw turbo-generator 
set for the Haifa power house, also ordered 
in 1945, progress could not be made accord- 
ing to the original plans, owing partly to 
delay by the manufacturers and partly to the 
dislocation resujting from the situation in 
Palestine. The work of erection of the plant 
for that set continues, and it is expected that 
the boiler and turbo-generator will be ready 
for operation before the end of the current 
year. 

It is reasonable to anticipate that the 
future demand for electricity stimulated by 

intensive settlement and colonising activity 
and by expansion of industry and agriculture, 
will show a steep upward trend. To cope 
with this, additions to the generating capacity 
of the Corporation’s system will be required 
beyond the total for which plans are now in 
progress. Such extensive development 
schemes will involve considerable additional 
finance in the coming years, and the directors 
will therefore propose, in order to allow a 
sufficient margin for the future, that the 
authorised capital of the Corporation be 
imcreased from £4,000,000 to £10 million. 

_ The directors will also propose that, sub- 

ject to the consent of the Capital Issues 

Committec, the share premium account be 

capitalised, and that there be distributed to 

the existing holders of ordinary and “A” 

ordinary shares one fully-paid ordinary share 

m respect of every six ordinary and “A” 

ordinary shares now held, thus absorbing 

1£289,604 out of the 1£290,818 standing at 


credit of this accopnt. The directors will 
Propose that the issued shares of the 

Corporation be converted into stock units. 

Last year, although the available profit 
would normally have justified the payment 
of dividend, the directors did not consider 
it advisable in the circumstances then pre- 
vailing to recommend a dividend on the 
ordinary and “A” ordinary shares. This 
year the directors feel justified in recom- 
mending a dividend of 5 per cent., free of 
tax, on the ordinary and “A” ordinary 
shares. 

The report was adopted. 


SILENTBLOC LIMITED 
EARNING CAPACITY UNIMPAIRED 


The fourteenth annual general meeting of 
Silentbloc Limited was held on Septem- 
ber 28th in London. 

Mr Harold Vezey Strong, the chairman, in 
the course of his speech, said: The Govern- 
ment at an earlier date requested industrialists 
to maintain the price level despite increases 
in wages and cost of raw materials, and 
endeavour through raised output to reduce 
the all-over cost of production. Your sub- 
sidiary company attempted what proved to 
be an impossible task, and this failure was 
the outstanding cause of the umsatisfactory 
results of the early months of the financial 
year. soon as the positon became 
apparent a revision of prices was made, 
which, with other adjustments, resulted in 
the earlier losses being recovered and the 
year ending with a net profit of over £17,000. 

The parent company. too, has not been 
without its disappointment. When incor- 
porated some dozen years ago it catered 
almost exclusively for the motor trade. That 
was not a healthy position. Consequently, it 
has always been the board’s aim to find uses 
for the company’s products in as many other 
industries as possible, and thus lessen the 
effects of bad trade in one. 

We still derive from the motor trade a 
substantial volume of business. Owing, how- 
ever, to changes in design and the general 
introduction of independent front suspension 
systems, mostly using metal to metal bear- 
ings, our sales have been affected to some 
extent, and this is reflected in our turnover. 
Active steps have been taken to meet this 
new situation by the development of a new 
type rubber bush, which is now being offered 

to motor car manufacturers as a practical 
solution of this particular problem. 

The trading profit has fallen by £22,789, 
which leaves it only slightly higher than the 
1946-47 figures—{95.639 as against £91,827. 
The net profit at £27,978 represents a fall 
of £10,435, but we bring in the sum of 
£6,163 over-provided jn respect of previous 
years, and these, together with {22,314 
brought forward from last year, make avail- 
able on profit and loss account a total of 
£56,455, against £56,430 Your directors 
have under consideration the provision of 
permanent finance and at the same time they 
will consider the desirability of distributing 
by way of bonus shares such capital reserves 
as may legally be dealt with in that fashion. 

Sales have increased in all the industrial 
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gtoups, that is to say in general and marine 


engineering, road and rail traction, the textile 
industry, collieries and aircraft, but 
motor manufacturers, as I have already 


agreements will provide the impetus for an 
improvement in that position. 

I now turn to our wholly owned subsidiary, 
the Andre Rubber Company Limited, whose 
affairs are so closely woven into our fabric. 
The volume of sales of teatile products has 
mcreased 200 per cent. over last year and the 
increase continues, orders being received from 
Canada, Australia, New Zealand, South 
Africa, India, Egypt, France, Belgium, 
Holland, Sweden, Norway and Switzerland. 
Some of this business is new, some repetitive. 

The view of your board js that, economic 
and political blizzards apart, the earning 
Capacity of your company is unimpaired. 
Indeed, it will be very disappointing to your 
board if the results of the year under review 
are not comfortably exceeded in the current 
year. Your board has recommended a final 
dividend of 4d. per share, making with the 
interim already paid, 7d. less tax for the 4 
which is the same as was distributed 
last year and the year previous. 

The report was adopted. 





GOLD MINES OF 
KALGOORLIE, LIMITED 


NEW PROSPECTS 


The fifteenth annual general meeting of 
Gold Mines of Kalgoorlie, Limited, was held 
in Melbourne, Australia, on September 28, 
1949, Sir Walter Massy-Greene presiding. 

The mill treatea 161,363 tons for a return 
of approximately 5 dwts. per ton. The net 
revenue at £65,943 was £16,740 less than 
the previous year’s figure. 

A dividend of Is. Wd unit of stock was 
declared. The dividend is totally exempt 
from Australian taxation, and only 15 per 
cent. of it will be subject to tax in the hands 
of United Kingdom stockholders. 

The chairman referred to two important 
prospects on the Kalgoorlie field, about to be 
tested by the company. 

On the southern prospect a geophysical 
gravity survey is about to begin. In this area 
there is the possibility of a repetition of the 
Kalgoorlie mineralisation existing at depth. 
G.M.K. holds leases over all the ground 
which is considered to be of interest in this 
investigation, 

The other potentially important prospect 
is that of ore in the second dolerite bed 
which is believed to underly the calc schist 
throughout most of the Kalgoorlie field. A 
proposal has been made to certain coinpanies 
with adjoining leases to join with G.M.K. 
in working the second dolerite bed as one 
mind. A special statement will be issued as 
soon as a decision is reached. 

The association with Mines Consultants 
Pry., Limited, which is a subsidiary of the 
Consolidated Zinc Corporation group, has 
been preserved by their appointment as 
consultants and advisers to the company. 

The chairman’s statement is to be circu- 
lated to stockholders, 





NOTICES 
‘SE 


MPORTANT Retailing and Manufacturing business with large 


branches in London and Provinces invites applications for Head in 
Office appointment of Manager in control of all branch ditions. Commencing salary ce Write, gh pe roi aan 


ing about 20 in 1. 
naPplt number with 300 personne 


cants, not over 35 years of age, must be pe ctenteeely quali- 
as accountants, actuaries or bankers, or ho! 


Qe Statistician (26-35) required by large commercial 
organisation with world-wide interests, to play and 


, ivoly- 


and qualificat 


d good degrees in Road, W.C.1 


commerce or economics, and have experience and capacity for 
Seley 21 fea nt cance eputeme and managing Silico oss. Komen tn 
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M ; a desires Rogition of responsibility, 
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OBSON, MORROW & CO. require the services of an outstanding 


organise 
new Statistical Department. Previous commercial experience (includ- 


office mechanisation) desirable. Excellent pros and con- 
Write, giv ails of career 

ing t d experience.— 
ont canine tleaae to whos : llings, 362 Gray's Inn 





or Incorporated Accountant, with wide industrial 
over SE. The successful conkeleee will be 


trained as a specialist in the installation of accounting schemes for 


ent control. Four-figure commencin, 
proupeete. Send full — of age, education, qualiicatfons, 
experience and p salary to Robson, Morrow & , 59, New 
Cavendish Street, London, W.1, marking envelope ‘ Application.” 
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£429,935 (£396,121). It is proposed to capi- issue to ordinary shareholders of one 
Company Notes talise £305,847 of reserves by way of a bonus paid ordimary share for each {1 ecdina’ 
Ornndin’ tober =:“Thk bideace on tibdiog feone.<8 eadipery shames: 68:2 smn Fax one share heid. zine 
: es Sis. doha Consolida vestment, 
acount increased from’ L1SL456, 0 eiigerd Motor Components. — Group —Sharchlder” approval x being sug 
£595 249 iti the year ended August 31, 1949. profit declined from £290,459 to an imcrease im the authorised capital from 
The dividend is unchanged at 25 per et £252,847 and net profit from £73,047 to £4,345,000 to £7,000,000 by the creation of 


Wittiam Doxford and Sons.—Net profit 
before taxation increased from £362,174 to 
£457,163 in year to June 30, 1949. The 
total distribution of 20 per cent for the year, 
including 5 per cent bonus, is the same as 
for 1947-8. It is proposed to issue 50,000 £1 
ordinary shares by way of a free bonus on the 
basis of one new share for every ten ordinary 
shares held on October 17, 1949. 

Southern Kinta Consolidated.—Profit for 
the year to March 31, 1949 amounted to 
£632,708 (£157,279) after providing £196,087 
(£70,000) for depreciation and ion but 
before taxation £320,000 (£101,500) and 
£130,000 (nil) written off restoration ex- 
penditure. A total distribution of 225 per 
cent is recommended for the year compared 
with 10 per cent paid in 1947-8. 

North Broken Will. — After providing 
£1,046,500 (£408,000) taxation and royalties 
and £75,000 (£30,000) depreciation, net profit 
amounted to £1,712,451 (£979,822) in the 
year to June 30, 1949, 

Olympic Portiand Cement.—Consolidated 


755,580 in the year to March 31, 1949. The 
dividend of 30 per cent is unchanged. Net 
current assets at the year-end were £699,414 
(£713,561) and fixed assets less w.o. £453,555 
(£429,524). 

days and Campbelis (Hoidings).—Con- 
solidated trading profit increased from 
£397,538 to £766,943 in the year to March 
31, 1949. Net profit rose from £139,878 to 
£265,266. Net current assets at March 31, 
1949 were £3,661,000 (£2,608,000). 

J. Mandieburg.—Group trading profit 
declined from £189,771 to £177,439 and net 
— from £65,325 to £61,823 in the year to 

une 30, 1949. The dividend of 12} per 
cent for the year is unchanged. 


Capital Issues 


Acrow (Engineers).— Application has been 
made for permission to deal in London in 
the 200,000 54 per cent cumulative £1 prefer- 
ence shares. Earnings for the year to March 
31, 1949, cover the preference dividend 14 


2,655,000 £1 ordinary shares and also for the 
power to issue at directors’ discretion the new 
shares together with 395,000 £1 
present authorised but not issued. 

Austin Motor.—I: is proposed to capitalise 
£582,625 of reserves by way of a paying up 
in full 2,330,500 5s. ordinary shares tj be 
allotted to holders of ordinary and “A” 
ordinary stocks in the proportion of one for 
two. A further resolution to consolidate the 
issued ordinary and “A” ordinary shares into 
one class of 5s. ordinary shares will also be 
submitted at_ the annual mecting of 
company in December. 

Palestine Electric Corporation,—pe;. 
mission is being sought to capitalise 
of reserves by way of paying up in full ordi- 
nary shares to be issued to ordinary and “A” 
ordinary shareholders on a one for six basis, 


New Issue Prices 


| (@ | 


F 








profit amounted to £43,212 in the year to ‘times. : Ambler (J.), Deb. (£50 Fencaa 10° | Si- 
March 31, 1949, compared with £16,368 for dob Wheway and Son (Chain manufac- Assoc Fisheries, Pref ........ a1 we 
the previous 15 months period. A dividend turers)—Lists opened on September 30, Clarke (1), 2/-)............-.- ar 4 y44—s 
of 124 per cent for the year is recommended. 1949, for an offer for sale of 760,000 Is. ordi-  Fattorini, Pref................ 20/38 | 20/ of 
Londen Tin Corporation..—Consolidated marty shares at 3s. a share. The directors’ corner. Ms (86 ‘pa “| St-2/btx 
net profit increased from £425,921 to dividend estimate of 30 per cent for the year Guest, Keen (20/- paid)....... 1 37/6 | 20/44—B0/104 
£452,516 in the year to April 30, 1949. A to September 30, 1949, is equivalent to a Harland Eng, 5/-............. | 6/0 N 
dividend of 8 per cent has been recommended yield of 10 per cnt on the issue price. Lanes. Cotton 2) aye | sam 
for the year compared with 6 per cent for West Riding Worsted and Woollen Mills. 1 icbigs, 449% Pref............. } 20/9 20/9—21/6 
1947-8. —It is proposed to capitalise £254,100 of foctand,, 48 % (625 oom reeeees 9 ds. 
Clarkson’s Old Brewery, Barnsley.— reserves by paying up in full 254,100 £1 N. Rhodesia (¢% paid)... 97) 
Trading profit declined from £112,901 to ordinary shares to be allotted to ordimary Preston (T),1/-.........--.-. 10/6 | 11/3—12/3 
£101,885 and net profit from £57,519 to shareholders on a one for two basis. An fone Hesse bain oes a ak 
£35,963 in the year ended June 30, 1949. increase in the authorised capital by the crea- ~ B (4/- ol sada 8/0 | 4/0—4/6 
The distribution of 25 per cent, including a tion of an additional 125,000 54 per cent Do. 44% Pref. (10/- paid)...| 20/0 | 11/6—12/0 
bonus of 15 per cent, for the year is un- Cumulative £1 preference shares ranking pari _ Do. 7% Pref. ...... pew aires | ae 
changed. passu with the existing 500,000 £1 preference Stiifitcia, Soon...) 78/0. | 15/3-6/Spm 
Neepsend Steel and Tool Corporation. shares and a further 250,000 £1 ordinary  Teleph. & Gen. Trust, 34°, Deb. 2014° 97—101 
Consolidated profit increased from £459,430 shares is being sought. eenboeed, Dab. (C8 pels). | ees 
to £528,649 in the year to March 31, 1949. Austin Reed.—It is recommended that  # °° 


Net liquid assets at March 31, 1949, were 


£252,509 of reserves be capitalised by an 


Wilmot-Breedon, 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplemeat. Notes on the following company reports 
appear in the Supplement: Davy and United Engineering ; Ransome and Marles ; Fisher and Ludlow 
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Prices, i t Price, | Price Yield Yield Prices, i Last I Price, Price, Yield, 
Year 1949 || Siesnn ta Gunn iSept.21, Sept.28,| Sept. 28, Sept. ze,| , Year 19s |) pew il Securit Sept. 28, 23, 
Jan. 1 toSept.28); “Toes “fora” bea foag ’ | Sas 1-Sept.28 ie = je ae : Peis RES thes 
bow | | | se ee Hl 
' if HS dR ii hag ig 3! | ik s da. j s. i ti j 1 a 
0038 | 100%,|War Bonds 24% Aug. 1, 1949-51 100 (01510}2 0 lJ i = 
o 99 [Exch ds fy eb, 19504 1 '0 07,1 1 44 106 | 944 4 4 6 4 
1024 | ‘War Bonds 29% Mar. 1, 1951-53) (1165/2 4 4420 9 (| (5 2 6! 
103 | | War Bonds 24% Max. 1, 1952-54) (1350/2 5104 8 | | 9 « ¢ $ $10 
104% | 934 | War Loan 34% (after Dec. 1, 1952 (20 6)314 If 9% | 6H | 50) 2 b +48 
1038 | Se} [Wer Bonde 21% Bag. 16 16 1/2 9 Of 80/3' 69 10 6) 8 a! 403 
104 \Fundiog 24 june 15, 1952-57.. | 101 16 4/211114 82/6! 69/6 f we; ha $39 
| Nat. Def. 3% July 15, 1954-58..|, 1025 | 1 7 2/214 64 35/10) 22/6 || @ ¢} @ « ,$9 2 
| 100° |'War 1955-59...) 102xd (1 8 4/214 104 81/-| 68/9) 7e| 76 $ #4 
Sav. Bonds 3% Ai 1955-65 (113.10! 3 1 2481/9 | 139/44) 425 ¢| $5 @ $11 ot 
Fundi Ys, 105661. 110 9/213 44 104/43) 90/- |) 20) 8 a ae 
| 96 iP i Saal (11611) 3 4 44 38/9) 3/-) 56) Hal ‘es 
107 | Funding 4° May 1, 1960-90 ....! 1 1710/3 2 04 30/-| 24/3] te} 20 6 1 6 
| 934 | Sav. 1, 1960-70. (137 6/3 5 44 My-! 2773) Be} Be! 510 4 
| 908 4 i (1277/3 1 04 TH- Bel He 4i6 4 
| 1074 | Vict. Bonds 4% Sept, 1, 1920.76, 109 /110 5\3 4 5° 49/43) 40/4) 176) 3a 4 8 
91 ug is 1 3 (119 5/3 7 94 125/-| 344 | She | 184 ei 9 
| 302 | 30 112 0/3 8 Od 47/3! 30/3|) 10 ¢| 10 ¢ ¢n.3 
Apr. L fxd (2.0 0/312 9f 5176) 41/31 We! We eh 4 
{after Apr. | 70 (219 0/310 11f] 63/28) 52/6) Be ‘ $2 
ec Ape. 6 i 85nd 11810) 310 7/) 53/6 | 35/9] Mel Io oe 
L | md | Q0ixd 119 5/3 8 54 52/3) 42/6) 4° a 844 
itecsetbashtoas | Wed 118 1/3 9 2f Me! 2m "1 aus it 
Ca Ape) 1ese-13) Hind) Sled 118 3/3 6 84 59/9| Sie! abe he 
Gd. Mar, 18, 1974-77 119 6/3 7 24 78/1| ST/6 tobe b 24 St 
oo Ga July 2 1978-8 11910|3 8114 6 | 12hd| ime 433 
2: 4. Apr. 1, 2968-75 /118 10/3 6 104 81/- o> b far AE 
" 42 0 013 9 14 85/9| 16/3 b| a5 a $ 
ea ny are worked out ae all dated stocks will be 
ae epee a. o Games teecueation ) To tatest 
sod semmall 7. ney Hon aueide aoe after for tas at S im ¢ Se ae at ene 
(fi Flat yield. * Assumed average Mie 15 years 6 redesaption Gate. { Free 0/ tax 
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Statistical Summary 


EXCHEQUER RETURNS 


— 


For the week ended September Sabo. gsr ey ‘tae 18,504 | Nat. Savings Certs. 600 


n revenue. was £58,580. ainst 
ore expenditure of {55,958,000 and issues 
to sinking funds nil. Thus, including sinking 
= allocations of {£8,197,000, the surplus 

crued since April Ist is £2,244,000 compared 
with 56, 122,000 for the corresponding period 
@ year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


Receiptsinto the 


Exchequer 
' ie (£ thousand) 
| Esti- ; hia 
A et April | } 
anew iota ft DL pwWeen | Week 
| to to ded | ended 
fy _ | Sept. 
1948 1949 ioas 
J Y { ‘al 
Reve nce j 
Income Tax... . .. (1490000) 391 379, 9,212 _ 
Gur-tax .... . 105,000 24,500 33,800 650 
Estate, etc., Duties 176,000) 87,950 89,200) 3,000 nao 
Stamps. ; 48,500] 27, oH ier eed 700 ace 800 
ts Tax ... ng 64,6 800} 8,100 
ET. “4 240,004) 57200 22,200] 1.750 400 


Other nls and Rev. 1,000 100 R0 j 
SpecialContrib uth. | 25,000 13,850; 13,200 “900! “300 


Total Inland Rev. 2065500 666,748, 689,07 21,812, 24,3 24,979 











Customs.......- 829,650) 391,126, 378,761| 9,866 10,779 
Bec s,s ona | 663,600} 349,100, 325,700) 12,700! 16,000 
Total Customs & ' ; 

Excise ......- 11493250] 740,226 T0446 } 22, 566! 20,779 
Motor Duties. . .. 54.0 9,454, ~g, 
Surplus War Stores 44,000) 64,408, 47, ailaaosel "9s 
Surplus Receipts 

from Trading.. 18,000 826, 14,049. ... | 10,000 
P.O. (Net Receipts) | a be «= pD 70 Dr 200 
Wireless Licences. | 12,00 3, 3,690 i 
Crown Lands... 1,000 400 80 wo site 
Receipts from, 

mene Laens. « ., 20,00@ 9,090) 10,40 15! at 
Miseell. Receipis..; 50,000) 78,170 31,035 2,314) 2,928 


Total Ord. Rev... 3777750§1572621) 150987 87, 983) 58,580 


Secr-Barancine | 





Post Office... . | 159,630) 71,360 74,400 2,760 2,300 
Income Tax on i 

EP-T. Refunds 5,700) 3,720 4903 80 222 
Total ........... 3943080164770] 1589177] 90,833, 61,102 





piTuRE | 
Int. & Man. of 
Nat. Debt.....! } 485,000 240,239, 236,48 1,284 
Par ts to N.) 

baetatts ' 30,000 11,054) 15,644 2,262) 1,454 
Other Cons. Fund! 
Services ....... | 12,000 3,3 5,029 
Total ........... 527,000] 254,620: 257,154] 3,450: 2,738 


Supply Se-vices . . |2802707]1053720 124227 44,289) 53,220 
Total Ord. Expd.. '3329707}1308340 1498 





47,739, 55,958 
ae wens .c.) 8 159, 90; nm 
Selt-| | 

* spd)... 1833970 ' 16499,1507 0} 47,829955,958 
Seus-Barancine 

Post Office....... | 159,630 2,760; 2,300 
Tax on 

E.P.T. Refunds! 5,700 0 222 

Total ........... 349503 11391579 1586933] 50, 480 


$5,313 to 
i. Soo ions for hes fH. 
Geta et Debt by {7,820,861 to 25,388 suillion. 


Tost Office 
EPL. Refunds TE etree ae 
rere Lane Act 1945, 5. | tawtid 6,100 
thts cs d0cadbe = 
a Baca eee sssrenclooays 


eee eee weet wne 





PAYMENTS 
oie Det. Bonds ; ‘ 81 | 3% Def. Bonds ... 44 
ays Tax Reserve Certs. $10 

ee Seamus 47,450 | Other Debt -— 

Internal... .... 418 
External ....... 372 

Treasury Deposit 
Receipts ....4.5 55,500 
66,035 “58,214 

FLOATING DEBT 
{{ million} 









fs 









+2 . 
w 7 -0 | 6099-4 
es +3 1258-5} 6088-6 
- +2 1246-5 }6058-2 

7 1224-0} 6032-8 
1 1199-0] 5999-7 
S “3 1189-0] 6053-8 
ws “2 1169-0} 6040-9 

7 1122-0} 6092-6 
z 5 1078-0] 6105-1 
. 2 1026-0] 6136-6 
= 2 970-5} 6147-0 


(£ million) 








Average 
Rate 
of Allot- 


170-0 | 273-5 






June 24 | 170-0 | 289-9 5: 47 
Juty 1 | 170-0 | 294-9 . 10 6-48 6 
ow 8 | 170-0 | 299-1} 170-0) 10 5-26 42 
» 15 | 170-0 | 293-8} 170-0} 10 5-56 «4 
» 22 | 170-0 299-5 | 170-0} 10 5-39 43 
» 29 | 190-0 | 321-6 | 190-0} 10 4-99 41 
Aug. 5 | 200-0 | 309-4 | 200-0] 10 5% 51 
» 12 [210-0 | 275-7 | 210-07 10 6-03 70 
» 19 | 200-0 | 287-4 | 200-07 10 5-64 60 
» 26 | 220-0 | 263-5 | 220-07 10 5-33 4 
Sept. 2 | 220-0 305-9 | 220-07 10 2-58 59 
w 9 | 230-0 | 280-@| 230-07 10 3-23 76 
» 16 | 220-0 t 261°9 | 220-0] 10 3-46 80 
z 23 1 230-0 | 277°6 | 230-0! 10 3-32 77 
On September 23rd applications for bills to be paid f 


on Monday were accepted at {99 17s. 5d. and above in 
full. Applications for bills to be paid on Tuesday, 
Wednesday, Thursday, Friday and Saturday were ac- 
cepted as to about 77 per cent of the amount applied for 
at {99 17s. 5d. and applications at higher prices were 
accepted in fall. £220 million (maximum) of Treasury 
Bills are being offered for September 30th. For the week 
ended October Ist the banks will not be asked for Treasury 
deposits. 


STERLING EXCHANGE RATES 
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BANK OF ENGLAND 


RETURNS 
September 28, 1949 
ISSUE DEPARTMENT 















i é 
Notes Issned:— Gevt. Debt. . 11,015,100 
Tn Circulation sre gee Other Govt. 
In Bankg. De- Securities ... 1288,307,603 
partment .. Other Sees... 667,536 
“sees. Com {other 
eg © 4 than gold)... 9,762 
“4 Amt. of Fid.—————— 
Issues ... 1300,000,000 
Gold Coin and 
Bullion {at 
Mas. Od. 
os. fime)..... 356,823 
eee wed lies 
1300,356,823 1300,356,823 
BANKING DEPARTMENT 
Capital ...... 143,00 Govt. Sees... . 941 
Rest...... a8 SR: Sees.:- 337 
Public - 25,439, Discounts and 
Public Accts.* 9,086,472 | Advances 23,565,162 
H.M. Treas, iltes 34,804,175 
Special Acct. 16,352,650 
Other Deps.:- 389,638,132 
Bankers... 295,696,108 | Notes...... -- 35,869,528 
Other Acets... 93,942,024 ‘Com... .... vee 6,490,612 
i 
433,608,418 | 433,608,418 


* Including Exchequer, Sav Ba Commissioners 
— Dividend oneal 


of National Debt a 


COMPARATIVE ANALYSIS 







ea -41269- 7/1267 -5 1264-5 
Notes in banking depart- | 
SIE, ain anes nensicn totes 80-8 82:6 35-8 
Government debt and i i 
SOCUTITIOS®,. bk ow wae s oie 39-35 1349-2:1299-3 
Other securities......... ‘Tt  @ 0-7 
Ct ots 2) 0-4 
Valued.ai s. per fine oa. , 8448/0 
Banking Dept, -— 
Public Accounts ........ 8-7) 91 
Treasury Special Account 9-7 16:4 
MOU s+ 20 eeveve sees 291-5) 295-7 
Others...... avnnctacees 91-3 et 
Total sees oe eeerenene 401- 415- 
Securities :— 
Government... eeeees4- 303-6; 333-8 
Discounts, etc... ..eeenes 6-5) 23:6 
Otber i. 6és Ks. deese 23- ws 
Pete Fa naeaat 333- 392-2 
Banking dept. res........ 85-8 41-3 
“ Proportion ”...... ose i. a 


3 


million on July 6, 1949. 


“ Tue Economist” INDEX OF WHOLESALE 
PRIcES 





Cereals and meat ...... +4 
Other foods ...... toeee | 
Pextihes «x cnses'de ecepes | 
Minerals. ..,.+..c0+-00 j 


Miscellaneous .....+0+++ 155- 7 
Toran INDEX ....cas06> Hl 163-4 
1913=100 .....-.-.... | 284-8 


oun AND SuLVER 


The Bank of England's official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19th and the selling price to authorized dealers 
from 175s. Od. to 252s, Od. per fie ounce, Spot cash 
prices were as follows :— 
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AGGREGATE ASSETS 
at 3!ist March, 1948, 
£98,485, 109. 


secieckdbencamn eae cal, tiene Acute 


Represented at over 260 points 

in New Zealand and at Melbourne, 

Victoria; Sydney, New South eh tne 
Suva, Fiji ; Apia, Samoa 

Head Office: WELLINGTON, N.Z. 


P. L. Porter, General Manager. 


NATIONAL BANK OF EGYPT 


Incorporated sypt. 
Liability of Members t Limited, 


Head Office - - - CAIRO 


Gommeroial Register Ne. 1 Cairo. 


a 


FULLY PAID CAPITAL 
RESERVEFUND - ~-  - £3,000,000 




























London Office: 


6 & 7 KING WILLIAM STREET,E.C.4 


Branches in all the Principal Towns in EGYPT and the SUDAN 


REFUGE ASSURANCE COMPANY, LTD. 
Chief Office: OXFORD STREET, MANCHESTER, 1 


iN 


fs ANNUAL INCOME EXCEEDS £18,000,000 

ae: ASSETS EXCEED €107,000,000 

ee ‘i CLAIMS PAID EXCEED € 198,000,000 
. 3 (1948 Accounts) 


ee 
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{ ASSOCIATION OF CERTIFIED AND CORPORATE 
jt ACCOUNTANTS 
} APPOINTMENTS REGISTER 
; Employers seeking the services of Certified Accountants are asked 
e 4 to wrive to the Secretary of the Association, 22 Bedford Square, 
London W.C.1. (Telephone: ‘Museum 5163.) 


LONDON TRANSPORT EXECUTIVE — 


Applications are invited for a vacancy in the Staff Administration 
Office. The work, which is under the direction of an Actuary, is 
concerned with the various aspects of superannuation funds and 
friendly societies and also involves the collection and appraisement 
of staff statistics and statistics of sickness-absence on a large scale. 
Applicants must either have d the first three parts of a 
examinations of the Institute of Actuaries, or the eae 
Actuaries, or hold a University Honours degree which ine “eo 
statistics. The commencing salary for the post would be about £500 
per annum, with prospects of further advancement. 
The npoinimont is subject to. a medical examination. On com- 
x pletion of a satisfactory probationary period the selected a 
would, where eligible, be expected to join a Contributory 
: annuation Fund. Canvassing, directly or indirectly, will alsquality 
‘> Applications, giving full particulars of age, experience and qualia. 
cations, should be sent ee foarteme PS of appearence of this 
ativertisement to the Sta Mcer (F/E London Transport 
if Executive, 55 Broadway Westninte, 8.W.1. For acknowledment 
ae enclose addressed enve jope. 
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E XPORT SALES MANAGER _—Responsibility for organisation and 
Oy : 4 administration of Export: Sales Department: and to share ee 
vhs overseas markets regularly: in turn with Assistants. High-gra 
; Painters’ Brushes and other brushware. Adequate seateeeiaien 
and assistance. Reply letter only’ stating age, career and any 
linguistic capabilities, ete., in confidence to The Secretary, 
ss Leng & Son, Lid., Hazelwell Brush Works, Birming- 
mam 


ECONOMISTS. Je January, 1946-June, 1949, for sale. Good condition, 
4 Offers.—Box 21 


The Economist’s Bookshop Ltd. 


caters tor specialists and students in 
Economics and the Political and Social Sciences 


11-12 Clement’s Inn Passage, Aldwych, W.C.2. 
| West Eno Brawcu » 30a Bury Street, St. James’ s 
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THE ECONOMIST, October l, i949 


Head Office: Branches ¢ 


hroughour 
SCOTLAND 
828 


EDINBURGH 
ESTO. ' 


LONDON OFFICES: 37, Nicholas Lane, £.C.4; and 
18/20, Regent Street, Piccadilly Circus, W.1, 
Every description of Banking Service undertaken 





EXPORTS 


Special Departments of the Bank are 
ready to supply first hand information 
on Canada—industrial plant locations, 
trade opportunities, market data and 
records on current conditions. 


ENQUIRIES WELCOMED. 


THE CANADIAN BANK | 
OF COMMERCE 


(incorparated in Canada in 1867 with Limited Liability) 


| 
2, LOMBARD STREET, LONDON, E.C3.. | 


; 
} 
| 


| 
| 
| 
| 
: 


Head Office : Toronto, Canada, 











It is now more important than ever that all intelligent 
men and women in Great Britain should read 


P. M. S. BLACKETT’S 


Military and Political Consequences of 


ATOMIC ENERGY 
TURNSTILE PRESS 12s. 64. 





y ORKS MANAGER (ASSISTANT).— ponsibilities 

sound knowledge labour utilisation and methods, rate 
production management, stores control and relationship with 
organisation. Painters’ Brushes and other brushware and com 
getls. experience light industry desirable but not necessarily. in 

rush Tra Adequate remun Reply in. cont.dence, letters 
only, stating age, scope of ies, experience, etc.—The_Secre- 
tary, Christopher Leng & Ltd., Iwell Brush Works, 
Birmingham 








\HE CHARTERED INSTITUTE OF SECRETARIES. _-Dire 
requiring the services of CHARTERED SECRETARIES to 
secretarial and similar executive ts are invited to comm 
Hous the — of the Institute, 16 George Street, 
ouse, 


UNIVERSITY ‘OF SYDNEY — 


Applications are invited for the position of Lecturer in Economic 
History. The salary is in the range £500-£750 (Australian) per 
annum, plus cost of living adjustment with annual increments 
£50, and is subject to Motiaadiie under the State Supe 
Act. The commencing salary will be fixed socording to <a 
and experience. The successful applicant will be red to take 
up duties as early as practicable in 1960. ° Fu nformation may 
te obtained on applicetion to the Association of eivarsisicn of 
British. Commonwest mi Geeta Sa re, London. i ate 

ons,.. supported monials ng the 
referees. should be forwarded to reach the undersigned not later 
than October 31, 1949. 

noe G. DAF. . Healstrar., University of Sydney, 
Souths Wales, Australia 


aa — Se eect ned 


OTHER ROTICES. “APPEAR ON PAGE 167 
penal 
W.C.2. Published weekly by THe BConomist ~Newspearer, L1D., 


eed 
—— 
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55, Lr., Portugal St London, 
: at 22, Ryder, Steeet, Se. James's, Léodon, SW 1, U.S. Representative; R.S. Farley, 111, Broadway, (New York, 6.—Saturdsy, October 1, 1949. 
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